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PART  82 — REAL  ESTATE  SETTLEMENT 
PROCEDURES 

On  February  18,  1975,  40  FR  7072, 
the  Department  published  a  notice  of 
proposed  rulemaking  which  would  amend 
Subtitle  A  by  adding  a  new  Part  82.  This 
part  implements  sections  4,  5  and  6  of 
the  Real  Estate  Settlement  Procedures 
Act  of  1974,  12  U.S.C.  2601,  which  pro¬ 
vide  for  a  settlement  cost  statement 
form,  a  special  information  booklet  to  be 
distributed  at  time  of  loan  application, 
and  an  Itemized  disclosure  of  each  charge 
arising  in  connection  with  each  settle¬ 
ment  that  involves  a  federally  related 
mortgage  loan  transaction.  A  general  no¬ 
tice  prescribing  the  text  of  the  special 
information  booklet  is  being  published 
concurrently  with  the  regulations.  The 
final  versions  of  the  uniform  disclosure 
settlement  statement,  and  the  Truth  in 
Lending  statement  which  is  a  part  of  it, 
are  included  as  Appendices  A  and  B  of 
the  regulations.  The  uniform  disclosure 
settlement  statement  is  required  by  sec¬ 
tion  4  of  the  Act  to  include  the  informa¬ 
tion  and  data  required  for  relevant 
transactions  under  the  Federal  Truth  in 
Lending  Act  and  the  regulations  issued 
thereunder  by  the  Federal  Reserve 
Board.  On  March  24, 1975,  (40  FR  13008) 
the  Board  published  a  proposed  standard 
Truth  in  Lending  Statement  to  satisfy 
the  requirements  of  the  Act.  The  Board’s 
final  revision  of  the  form  and  instruc¬ 
tions  are  Included  in  these  regulations  as 
Appendix  B.  As  a  result  of  the  invitation 
for  public  comment  contained  in  the  no¬ 
tice  for  rulemaking,  more  than  500  re¬ 
sponses  have  been  received.  The  Depart¬ 
ment  has  considered  each  comment  care¬ 
fully  and  as  a  result  has  adopted  certain 
changes  in  both  the  regulations  and  the 
accompanying  form,  as  they  were  pro¬ 
posed.  The  principal  changes  are  as 
follows : 

General  Comments 

A  number  of  comments  objected  to  the 
overall  concept  of  the  Act,  arguing  that 
the  conduct  of  real  estate  transactions 
was  essentially  a  local  matter,  that  uni¬ 
formity  in  forms  was  impractical,  that 
advance  disclosure  would  not  be  of  as¬ 
sistance  to  consumers,  and  that  the  pro¬ 
cedures  required  by  the  Act  would  add 
to  paperwork  and  costs  of  lenders  and 
providers  of  settlement  services. 

Coverage 

Numerous  comments  requested  that 
the  scope  of  coverage  be  defined.  The 
final  regulations  provide  that  they  apply 
to  cases  involving  a  purchase  or  transfer 
of  property.  Refinancings,  junior  mort¬ 
gages,  consumer  borrowings,  and  other 
cases  In  which  there  is  no  transfer  of 
title  to  the  real  estate  are  not  covered. 
Transfers  in  which  an  existing  loan  is 
assumed  or  taken  subject  to  are  covered 
only  If  the  loan  terms  are  modified  or 


the  lender  imposes  charges  exceeding 
$50. 

The  geographical  coverage  of  the  pro¬ 
posed  regulation  was  unclear,  as  several 
comments  pointed  out.  The  final  regula¬ 
tions  apply  to  all  territories  and  posses¬ 
sions  of  the  United  States  in  addition  to 
the  continental  United  States  and  Puerto 
Rico. 

Several  comments  requested  that  ex¬ 
clusions  be  made  for  agriculture  property 
and  for  builders  or  developers.  In  re¬ 
sponse  to  these  comments,  the  final 
regulations  do  not  apply  to  real  estate 
purchased  for  the  purpose  of  resale  to  a 
customer  in  the  ordinary  course  of  busi¬ 
ness.  The  final  regulations  apply  to  mort¬ 
gages  covering  agricultural  properties. 
Although  numerous  comments  requested 
that  the  regulations  not  apply  to  corpo¬ 
rations,  partnerships,  and  other  business 
entities,  such  an  exclusion  was  not  made 
and  does  not  appear  to  be  permissible. 

Several  comments  asked  that  sales  of 
vacant  land  be  exempted  from  the  regu¬ 
lations.  The  final  regulations  exempt 
such  land  unless  the  proceeds  of  the 
loan  involved  in  the  transaction  are  to 
be  used,  in  whole  or  in  part,  to  finance 
the  construction  of  a  dwelling.  Several 
comments  requested  clarification  of  the 
coverage  of  mobile  homes.  The  final  reg¬ 
ulations  cover  mobile  homes  and  mobile 
home  lots  only  if  both  the  mobile  home 
and  the  lot  on  which  it  is  to  be  located 
are  being  purchased  with  the  proceeds 
of  the  loan  in  question. 

It  was  suggested  that  the  effective  date 
of  the  regulations  be  extended  beyond 
June  20,  1975,  in  order  to  permit  more 
time  for  the  persons  who  must  implement 
the  Act  to  study  it,  prepare  forms,  and 
train  their  personnel.  Section  19  of  the 
Act  does  not  give  the  Department  dis¬ 
cretion  in  this  regard. 

In  response  to  numerous  requests,  the 
final  regulations  provide  that  lenders 
may,  without  special  approval,  place 
their  own  covers  on  the  special  informa¬ 
tion  booklets  which  must  be  given  to  loan 
applicants.  Other  limited  changes  are 
permitted,  as  set  forth  in  the  final  regu¬ 
lations  or  as  approved  by  the  Secretary. 

Lenders  may  translate  the  booklet  into 
other  languages  for  the  benefit  of  their 
customers,  with  the  approval  of  the 
Secretary. 

Advance  Disclosure 

The  advance  disclosure  required  by 
the  Act  must  be  made  at  least  12  days 
prior  to  settlement  unless  the  12-day 
period  is  waived.  Many  comments  re¬ 
quested  that  a  period  shorter  than  12 
days  be  made  standard,  but  section  6(a) 
of  the  Act  does  not  leave  this  matter  to 
the  Department’s  discretion. 

In  general,  advance  disclosure  must  be 
given  not  later  than  7  days  after  the  date 
of  the  loan  commitment.  In  cases  in 
which  a  loan  commitment  is  made  more 
than  60  days  before  the  anticipated  date 
of  settlement,  the  disclosure  may  be 
given  later  than  the  loan  commitment, 
but  not  less  than  60  days  prior  to  settle¬ 
ment. 

Many  comments  asked  for  a  clarifica¬ 
tion  of  the  term  “loan  commitment”.  The 


final  regulations  clarify  the  term,  so  that 
general  advertising  would  not  be  re¬ 
garded  as  a  loan  commitment.  On  the 
other  hand,  suggestions  that  the  term 
be  confined  to  written  commitments  were 
not  adopted,  since  under  such  a  rule, 
lenders  might  in  some  cases  forego  giv¬ 
ing  written  commitments. 

Numerous  commentators  believed  that 
the  lender  or  its  employees  were  required 
to  prepare  and  transmit  the  advance  dis¬ 
closure.  The  final  regulations  have  been 
clarified  to  permit  the  lender  either  to 
do  such  work  itself  or  to  cause  it  to  be 
done  by  some  other  party,  such  as  a  title, 
settlement,  or  escrow  company  or  a  law¬ 
yer.  However,  under  the  Act  (section 
6(b))  the  lender  remains  responsible. 

Some  comments  raised  questions  con¬ 
cerning  the  degree  of  efforts  which  the 
lender  or  other  person  preparing  the  ad¬ 
vance  disclosure  must  exert  to  determine 
the  charges  to  be  made  for  various  serv¬ 
ices.  If  no  provider  of  a  particular  service 
has  been  selected  for  the  transaction  at 
the  time  of  disclosure,  the  lender  may 
make  an  estimate  based  on  its  knowledge 
of  general  practices  in  the  area.  If  a 
provider  has  been  selected,  that  provider 
should  be  contacted  and  asked  what  his 
fee  will  be,  unless  the  lender  already 
knows  the  provider’s  schedule  of  fees 
and  reasonably  expects  that  schedule  to 
be  followed  in  the  present  case. 

Advance  disclosure  of  proratlons  of 
taxes  and  assessments  may  be  based  on 
estimates  if  exact  figures  are  not  avail¬ 
able.  Such  advance  disclosure  may  be 
based  on  the  assumption  that  no  taxes  or 
assessments  are  delinquent. 

A  number  of  comments  asked  if  the 
advance  disclosure  must  be  reissued  if 
more  information  about  settlement 
charges  become  available  to  the  lender 
after  the  initial  disclosure  but  prior  to 
settlement  Under  the  final  regulations, 
reissuance  of  the  advance  disclosure  is 
not  required. 

Some  comments  pointed  out  that  the 
retention-of -records  requirements  in  the 
proposed  regulations  were  not  clear  and 
were  not  identical  to  the  requirements 
for  Truth  in  Lending  statements.  Under 
the  final  regulations,  copies  of  the  ad¬ 
vance  disclosure  and  the  settlement 
statement  must  be  retained  by  the  lender 
for  two  years,  except  where  the  loan 
file  is  transferred,  and  copies  must  be 
submitted  to  the  Department  upon  re¬ 
quest.  This  requirement  will  enable  the 
Department  to  fulfill  its  statutory  duty 
under  section  14  of  the  Act  to  study  and 
investigate  settlement  costs  and  to  report 
to  Congress  thereon. 

The  proposed  regulations  required  the 
signatures  of  the  borrower  and  the  seller 
on  the  advance  disclosure  statement,  and 
several  comments  objected  to  this  proce¬ 
dure  or  requested  clarification.  In  the 
final  regulations  all  requirements  for 
signature  on  either  the  advance  dis¬ 
closure  or  the  settlement  statement  have 
been  dropped. 

Mailing  of  the  advance  disclosure  is 
permitted  by  the  final  regulations,  but 
in  certain  cases  the  applicable  time  limits 
are  3  days  earlier  where  advance  dis¬ 
closure  is  mailed. 
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Waiver  of  Advance  Disclosure 

Several  comments  requested  clarifica¬ 
tion  whether  a  seller  or  borrower  can 
bind  the  other  by  a  waiver.  The  final 
regulations  specify  that  each  party  who 
has  not  received  timely  advance  disclo¬ 
sure  waives  this  right,  so  that  one  party 
cannot  waive  for  the  other. 

Numerous  comments  objected  to  the 
shortness  of  the  18-day  period  processing 
rule.  The  final  regulations  extend  this 
period  to  21  days.  The  final  regulations 
provide  that  advance  disclosure  may  be 
made  prior  to  commitment.  This  will  en¬ 
able  lenders,  by  making  advance  disclo¬ 
sure  before  commitment  as  to  loans  re¬ 
quiring  speedy  settlements,  to  be  able  to 
hold  settlement  on  such  loans  as  soon  as 
the  commitment  is  issued. 

Some  comments  objected  to  the  3 -day 
advance  disclosure  requirement  in  the 
proposed  regulations.  The  provisions  in 
the  final  regulations  as  to  waiver  take 
into  account  the  express  directions  in 
the  Act  that,  in  its  prescribing  of  the 
waiver  regulations  and  form,  the  Secre¬ 
tary  should  take  into  account  the  need 
to  protect  the  borrower’s  and  seller’s 
right  to  timely  disclosure. 

In  keeping  with  the  Act,  the  final  regu¬ 
lations  require  that  the  advance  disclo¬ 
sure  be  received  by  the  parties  on  or  be¬ 
fore  the  time  of  the  loan  commitment 
but  not  less  than  3  days  prior  to  settle¬ 
ment  in  any  waiver  situation. 

A  number  of  comments  pointed  out 
that  the  execution  of  the  waiver  by  the 
lender  served  no  purpose  and  this  re¬ 
quirement  was  omitted  in  the  final  regu¬ 
lations.  Similarly,  the  witness  lines  are 
omitted  from  the  waiver  form. 

Settlement  Statement 

Many  of  the  comments  indicated  a 
lack  of  understanding  of  the  relationship 
between  the  advance  disclosure  form  and 
the  settlement  statement.  Although  the 
same  basic  format  is  used  for  both,  it  is 
permissible  for  lenders  to  print  such 
forms  separately  and  to  place  titles  on 
them  accordingly.  The  official  version 
published  in  these  final  regulations  can 
be  used  for  both  purposes  by  checking 
the  appropriate  square  near  the  top  of 
the  form.  Ordinarily  some  of  the  entries 
on  the  settlement  statement  will  differ 
from  those  on  the  advance  disclosure  (be¬ 
cause  some  charges  are  different  than 
estimated,  or  because  the  date  of  actual 
settlement  is  different  from  the  date  esti¬ 
mated).  The  final  regulations  specify 
that  copies  of  the  settlement  statement 
must  be  provided  to  the  buyer  and  seller 
as  soon  after  settlement  as  practicable, 
and  in  no  case  later  than  three  days  after 
settlement. 

When  charges  are  paid  directly  by  the 
borrower  or  seller,  rather  than  paid 
through  the  settlement  agent,  some  com¬ 
ments  asked  whether  it  would  be  neces¬ 
sary  to  show  them  on  the  forms.  The  final 
regulations  provide  special  rules  for  haz¬ 
ard  insurance  charges,  attorney’s  fees 
and  charges  for  certain  other  services 
independently  procured  by  the  borrower 
or  seller. 
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Form  Design 

Many  comments  requested  flexibility 
in  the  design  of  the  form.  The  final 
regulations  allow  some  degree  of  flexi¬ 
bility.  Additional  items  describing  com¬ 
mon  local  charges  may  be  inserted  in 
blank  spaces  on  the  form.  The  spacing 
between  lines  may  be  increased  for  com¬ 
puter  printing,  and  the  lender  or  settle¬ 
ment  agent  may  add  a  firm  name  or 
logotype  to  the  title  block.  Signature 
lines  may  be  added. 

Numerous  comments  objected  to  the 
number  of  subtotals  which  the  proposed 
form  required.  These  have  been  largely 
eliminated  in  the  final  version.  The  “dis¬ 
bursements”  column  has  also  been 
eliminated,  since  nearly  all  comments 
which  discussed  it  thought  that  it  would 
confuse  consumers. 

A  large  number  of  comments  requested 
that  separate  forms  be  provided  for  bor¬ 
rower  and  seller.  The  form  was  rede¬ 
signed  so  that  separate  summaries  of  the 
borrower’s  and  seller’s  transactions  ap¬ 
pear  on  page  1,  but  the  information  on 
page  2  must  be  provided  to  both  bor¬ 
rower  and  seller,  as  required  by  the  Act. 
The  instructions  permit  the  lender  or 
settlement  agent  to  send  a  copy  of  the 
form  to  the  borrower  with  the  seller’s 
summary  left  blank,  and  similarly  to 
send  a  copy  to  the  seller  with  the  bor¬ 
rower’s  summary  left  blank. 

A  large  number  of  comments  objected 
to  inclusion  in  the  advance  disclosure 
of  the  liens  and  charges  against  the 
seller’s  land;  these  comments  asserted 
that  such  information  would  not  be 
available  until  a  title  search  was  com¬ 
pleted  and  payoff  letters  from  existing 
lenders  were  obtained,  and  that  the 
amounts  could  not  theretofore  be  esti¬ 
mated  in  any  meaningful  way.  The  De¬ 
partment  believes  that  this  view  is  cor¬ 
rect,  and  the  final  Instructions  to  the 
form  permit  the  portions  dealing  with 
these  matters  to  be  left  blank  when  the 
form  is  used  for  advance  disclosure.  This 
means  that  in  most  cases  the  advance 
disclosure  will  not  indicate  to  the  seller 
the  amount  of  cash  he  can  expect  to 
realize  from  the  transaction.  However, 
the  portions  of  the  form  summarizing 
the  buyer's  transaction  must  be  com¬ 
pleted  when  the  form  is  used  for  advance 
disclosure,  thus  indicating  to  the  buyer 
the  amount  of  cash  he  will  need  to  com¬ 
plete  settlement. 

The  Department  has  determined  this 
rule  does  not  have  significant  impact  on 
the  environment  and  a  finding  of  inap¬ 
plicability  has  been  prepared  pursuant 
to  HUD  Handbook  1390.1.  A  copy  of  this 
finding  is  available  during  regular  busi¬ 
ness  hours  for  public  inspection  in  the 
Office  of  the  Rules  Docket  Clerk,  Office 
of  General  Counsel,  Room  10245,  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment,  451  7th  Street  SW.,  Washing¬ 
ton,  D.C.  20410. 

Accordingly,  Subtitle  A  of  Title  24  is 
amended  by  adopting  a  new  Part  82 — 
Real  Estate  Settlement  Procedures  to 
read  as  follows ; 
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PART  82— REAL  ESTATE  SETTLEMENT 
PROCEDURES 

Sec. 

82.1  Authority,  scope  and  purpose. 

82.2  Definitions. 

82.3  Reliance  upon  rule,  regulations  or  In¬ 

terpretation  by  HUD  of  RESPA. 

82.4  Applicability. 

82.5  Information  booklet  for  persons  ap¬ 

plying  for  loans  to  purchase  resi¬ 
dential  real  property. 

82.6  Uniform  Disclosure/Settlement  State¬ 

ment  Form. 

82.7  Advance  disclosure  of  settlement  costs 

by  lender. 

82.8  Uniform  Settlement  Statement. 

82.9  Mailing. 

82.10  No  fee. 

82.11  Relation  to  State  laws. 

Authority:  Real  Estate  Settlement  Proce¬ 
dures  Act  of  1974,  Pub.  L.  93-633  (12  U-S-C. 
2601). 

Regulation  X 

§  82.1  Authority,  scope  and  purpose. 

This  part,  which  may  be  referred  to 
as  Regulation  X,  comprises  the  regula¬ 
tions  issued  by  the  Secretary  of  Housing 
and  Urban  Development  pursuant  to  the 
Real  Estate  Settlement  Procedures  Act 
of  1974  (Pub.  L.  93-533),  12  U.S.C.  2601, 
herein  “RESPA”.  This  part  applies  to 
certain  1  to  4  family  mortgages,  defined 
as  “Home  Mortgages”  in  this  part. 
RESPA  Section  4  (Uniform  Settlement 
Statement)  authorizes  and  directs  the 
Secretary  to  prescribe  a  uniform  settle¬ 
ment  statement  to  be  used  in  the  settle¬ 
ment  of  Home  Mortgages.  RESPA  Sec¬ 
tion  5  authorizes  and  directs  the  Secre¬ 
tary  to  prescribe  special  information 
booklets  to  be  provided  by  the  Lender 
to  each  person  borrowing  money  to  fi¬ 
nance  the  purchase  of  certain  residential 
real  estate  transactions  so  that  he  or  she 
may  better  understand  the  nature  and 
costs  of  real  estate  settlement  services. 
RESPA  Section  6  authorizes  and  directs 
the  Secretary  to  prescribe  the  form  and 
implementing  regulations  by  which  every 
Lender,  with  respect  to  a  Home  Mort¬ 
gage  subject  to  Section  6,  shall  disclose 
in  advance  of  settlement  every  charge 
arising  in  connection  with  the  settle¬ 
ment.  RESPA  Section  12  prohibits  im¬ 
position  by  a  lender  of  a  fee  for  or  on 
account  of  preparing  and  submitting  the 
statements  required  by  Sections  4  and 
6  or  by  the  Truth  in  Lending  Act,  15 
U.S.C.  1601  et  seq.  RESPA  section  18(a) 
authorizes  the  Secretary  to  determine 
whether  state  laws  with  respect  to  settle¬ 
ment  practices  are  inconsistent  with  any 
provision  of  RESPA.  Section  18(b)  pro¬ 
vides  that  no  provision  of  RESPA  or  of 
the  laws  of  a  state  shall  apply  to  any  act 
done  or  omitted  in  good  faith  in  con¬ 
formity  with  any  rule,  regulation,  or  in¬ 
terpretation  thereof  by  the  Secretary. 

§  82.2  Definitions. 

For  purposes  of  this  part,  the  follow¬ 
ing  definitions  apply,  unless  the  context 
indicates  otherwise. 

(a)  “Assumption  Approval”  means  the 
approval  by  the  Lender  or  his  duly  au¬ 
thorized  agent  or  representative  of  an 
assumption  of,  or  a  sale  subject  to,  a 
Home  Mortgage  where  such  approval  la 
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conditioned  or  based  upon  a  change  in 
the  interest  rate  or  other  terms  and  con¬ 
ditions  of  the  promissory  note  or  docu¬ 
ment  creating  the  mortgage  lien,  or  is 
made  in  consideration  of  the  payment  of 
a  fee  in  excess  of  fifty  dollars  ($50)  paid 
to  the  Lender  or  his  agent,  representa¬ 
tive  or  servicer. 

(b)  “Date  of  Settlement”  means,  in 
the  case  of  a  sale  or  transfer  financed 
by  a  new  mortgage,  the  date  on  which 
the  documents  creating  the  mortgage 
become  effective  as  between  the  borrower 
and  the  Lender,  and  in  the  case  of  a  pur¬ 
chase  of  a  property  subject  to  an  exist¬ 
ing  mortgage,  whether  or  not  the  buyer 
assumes  personal  liability,  the  date  on 
which  title  is  transferred  as  between 
seller  and  buyer  not  subject  to  revocation 
by  seller  or  buyer. 

(c>  “Days”  are  computed  as  follows: 
All  time  periods  in  this  part  are  ex¬ 
pressed  in  days.  Periods  do  not  include 
the  day  from  which  they  are  measured. 
Where  the  last  day  on  which  an  act  or 
event  is  permitted  to  occur  is  a  Saturday, 
Sunday  or  Federal  or  State  holiday,  such 
act  or  event  may  occur  on  the  next  suc¬ 
ceeding  day  which  is  not  a  Saturday, 
Sunday  or  Federal  or  State  holiday. 
Where  a  period  is  7  days  or  more,  it  is 
measured  in  calendar  days.  Where  a  pe¬ 
riod  is  less  than  7  days  and  not  specified 
as  calendar  days,  it  is  measured  in  busi¬ 
ness  days,  excluding  Saturdays,  Sundays 
and  Federal  or  State  holidays. 

(d)  “Federal  Lender”  means:  (1)  A 
lending  institution,  the  deposits  or  ac¬ 
counts  of  which  are  insured  by  the  Fed¬ 
eral  Savings  and  Loan  Insurance  Cor¬ 
poration  (FSLIC),  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  or  any 
other  agency  of  the  Federal  Government, 
or  (2)  a  lending  institution  which  is  reg¬ 
ulated  by  the  Federal  Home  Loan  Bank 
Board  or  any  other  agency  of  the  Federal 
Government,  or  (3)  a  “creditor,”  as  de¬ 
fined  in  section  103(f)  of  the  Consumer 
Credit  Protection  Act  (15  U.S.C.  1602 
(f ) ) ,  who  makes  or  made  new  invest¬ 
ments  in  residential  real  estate  loans  ag¬ 
gregating  more  than  $1,000,000  in  either 
the  calendar  year  in  which  the  Date  of 
Settlement  of  the  Home  Mortgage  in 
question  occurs  or  the  calendar  year  prior 
thereto.  Section  103(f)  defines  “creditor” 
as  follows : 

(f)  The  term  “creditor”  refers  only  to 
creditors  who  regularly  extend,  or  arrange 
for  the  extension  of,  credit  for  which  the 
payment  of  a  finance  charge  Is  required, 
whether  In  connection  with  loans,  sales  of 
property  or  services,  or  otherwise.  The  pro¬ 
visions  of  this  title  apply  to  any  such  cred¬ 
itor,  Irrespective  of  his  or  its  status  as  a 
natural  person  or  any  type  of  organization. 

(e)  “Home  Mortgage”  means  a  loan 
which  is  not  made  to  finance  an  exempt 
transaction  under  section  82.4(b)  and 
which  meets  all  of  the  following  four  re¬ 
quirements: 

(1)  The  proceeds  of  the  loan  are  used 
in  whole  or  In  part  to  finance  the  pur¬ 
chase  by  the  borrower,  or  other  transfer 
of  title,  of  the  mortgaged  property  or  the 
loan  was  previously  made  and  the  lender 
makes  an  assumption  approval  In  con¬ 


nection  with  the  purchase  of  or  transfer 
of  title  to  the  mortgaged  property; 

(2)  The  loan  is  secured  by  a  lien  on 
or  other  security  interest  In  real  estate, 
including  a  fee  simple,  life  estate,  re¬ 
mainder  interest,  or  leasehold  estate, 
upon  which  there  is  located  a  structure, 
including  a  mobile  home  owned  or  to  be 
owned  by  the  borrower  and  covered  or 
to  be  covered  by  the  mortgage,  designed 
principally  for  the  occupancy  of  from 
1  to  4  families  or  upon  which  such  a 
structure  is  to  be  constructed,  or  pur¬ 
chased  in  the  case  of  a  mobile  home,  us¬ 
ing  part  or  all  of  the  proceeds  of  the 
loan,  or  the  loan  is  secured  by  a  lien 
or  other  security  interest  covering  a  1 
to  4  family  residential  condominium  unit, 
or  the  loan  is  secured  by  a  pledge  of 
cooperative  stock  or  interest  correspond¬ 
ing  to  a  1  to  4  family  residential  coopera¬ 
tive  unit: 

(3)  The  Mortgaged  Property  is  located 
in  a  State:  and 

(4)  The  loan  is  made  by  a  Federal 
Lender,  or  is  made  in  whole  or  in  part, 
or  insured,  guaranteed,  supplemented,  or 
assisted  in  any  way,  by  the  Secretary 
or  any  other  officer  or  agency  of  the 
Federal  Government,  or  is  made  in  con¬ 
nection  with  a  housing  or  urban  devel¬ 
opment  program  administered  by  the 
Secretary  or  other  agency  of  the  Federal 
Government,  or  is  eligible  for  purchase 
by  the  Federal  National  Mortgage  As¬ 
sociation  (FNMA) ,  the  Government  Na¬ 
tional  Mortgage  Association  (GNMA) ,  or 
the  Federal  Home  Loan  Mortgage  Cor¬ 
poration  (FHLMC).  Note  that  GNMA’s 
authority  to  purchase  mortgages  includes 
broad  authority  under  12  U.S.C.  1720(a) 
“to  purchase  such  types,  classes,  or  cate¬ 
gories  of  home  mortgages”  as  the  Presi¬ 
dent  shall  determine  to  carry  out  the 
purposes  of  12  U.S.C.  301(b) . 

(f)  “Lender”  means,  in  the  case  of  a 
new  loan,  the  secured  creditor  or  cred¬ 
itors  named  as  such  in  the  debt  obliga¬ 
tion  and  document  creating  the  lien  or 
other  security  interest,  and  in  the  case 
of  an  Assumption  Approval  with  respect 
to  a  preexisting  loan,  the  current  owner 
or  owners  of  the  Home  Mortgage  at  the 
time  of  the  Assumption  Approval. 

(g)  “Loan  Application”  means  an  oral 
or  written  application  for  a  Home  Mort¬ 
gage  or  Assumption  Approval  received  by 
the  Lender  or  his  agent  or  representative 
or  independent  contractor  originating 
the  Home  Mortgage  in  the  name  of  the 
Lender  or  servicing  the  Home  Mortgage 
for  the  Lender.  The  date  of  Loan  Appli¬ 
cation  is  the  date  of  actual  receipt. 

(h)  “Loan  Commitment”  means  a 
promise  by  a  Lender  to  a  borrower,  oral 
or  written,  to  make  a  Home  Mortgage  or 
Assumption  Approval,  with  respect  to  a 
specified  property,  whether  or  not  such 
promise  is  subject  to  any  conditions  and 
whether  or  not  the  borrower  is  obligated 
to  accept  such  Home  Mortgage  or  As¬ 
sumption  Approval. 

(i)  “Mortgaged  Property”  means  the 
real  property  covered  by  the  Home  Mort¬ 
gage,  or  the  cooperative  unit  with  re¬ 
spect  to  which  stock  is  pledged  to  secure 
the  Home  Mortgage  loan. 


(j)  “Person”  means  any  individual, 
corporation,  partnership,  trust,  associa¬ 
tion  or  other  entity. 

(k)  “RESPA”.  The  Real  Estate  Set¬ 
tlement  Procedures  Act  of  1974  (Pub.  L. 
93-533),  12  U.S.C.  2601,  as  amended. 

(l)  “Secretary.”  The  Secretary  of 
Housing  and  Urban  Development  or  any 
official  delegated  the  authority  of  the 
Secretary  with  respect  to  RESPA. 

(m)  “State”  means  any  State  of  the 
United  States,  the  District  of  Columbia, 
the  Commonwealth  of  Puerto  Rico,  and 
any  territory  or  possession  of  the  United 
States. 

§  82.3  Reliance  upon  rule,  regulation  or 
interpretation  by  HUD  of  RESPA. 

(a)  Section  18(b)  of  RESPA  provides: 

No  provision  of  this  Act  or  of  the  laws  of 
any  State  imposing  any  Uability  shall  apply 
to  any  act  done  or  omitted  in  good  faith  in 
conformity  with  any  rule,  regulation,  or  in¬ 
terpretation  thereof  by  the  Secretary,  not¬ 
withstanding  that  after  such  act  or  omission 
has  occurred,  such  rule,  regulation,  or  in¬ 
terpretation  is  amended,  rescinded,  or  de¬ 
termined  by  judicial  or  other  authority  to  be 
invalid  for  any  reason. 

(b)  For  purposes  of  section  18(b) ,  only 
the  following  constitute  a  “rule,  regula¬ 
tion.  or  interpretation  thereof  by  the 
Secretary”: 

(1)  The  Uniform  Disclosure/Settle¬ 
ment  Statement,  HUD  Form  1,  and  HUD 
instructions  set  forth  in  Appendix  A,  but 
not  including  page  3  of  the  form  and  the 
Federal  Reserve  Board  instructions 
thereto,  set  forth  in  Appendix  B; 

(2)  All  other  provisions  and  Appen¬ 
dices  contained  in  this  part,  but  not  in¬ 
cluding  any  document  referred  to  in  this 
part  except  to  the  extent  such  document 
is  set  forth  in  this  part;  and 

(3)  Each  formal  legal  opinion  regard¬ 
ing  RESPA,  designated  as  a  “RESPA 
Legal  Opinion,”  numbered  and  dated,  by 
the  General  Counsel  of  the  Department. 

(c)  A  “rule,  regulation,  or  interpreta¬ 
tion  thereof  by  the  Secretary”  for  pur¬ 
poses  of  RESPA  section  18(b)  shall  not 
include  the  Special  Information  Book¬ 
let  prescribed  by  the  Secretary  or  any 
other  statement  or  issuance,  whether 
oral  or  written,  by  an  officer  or  repre¬ 
sentative  of  HUD,  letter  or  memorandum 
by  the  Secretary,  General  Counsel,  any 
Assistant  Secretary  or  other  officer  or 
employee  of  HUD,  preamble  to  a  regula¬ 
tion  or  other  issuance  of  HUD,  report  to 
Congress,  pleading,  affidavit  or  other  doc¬ 
ument  in  litigation,  pamphlet,  handbook, 
guide,  telegraphic  communication,  expla¬ 
nation,  instructions  to  forms,  speech  or 
other  material  of  any  nature  which  is 
not  specifically  included  in  paragraph 
(b)  of  this  section. 

§  82.4  Applicability. 

(a)  Transactions  covered.  This  part 
applies  to  loans  which  constitute  Home 
Mortgages  as  defined  in  S  82.2(e) .  As  de¬ 
fined  therein,  Home  Mortgage  does  not 
include  a  home  improvement  loan  or 
other  loan  secured  by  a  lien  on  a  1  to  4 
family  residential  property  where  the 
proceeds  of  the  loan  are  not  used  to 
finance  the  purchase  or  transfer  of  the 
property.  Nor  does  Home  Mortgage  in- 
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elude  refinancing  of  a  mortgage  loan 
secured  by  a  lien  on  a  1  to  4  family 
residential  property  where  there  is  no 
transfer  of  title. 

(b)  Exempt  transactions.  This  part 
shall  not  apply  to  purchases  of  property 
for  resale  in  the  ordinary  course  of  busi¬ 
ness. 

(c)  Commencement  of  applicability — 

(1)  Information  booklet.  The  Special  In¬ 
formation  Booklet  must  be  distributed 
with  respect  to  every  Loan  Application 
received  on  or  after  June  20,  1975. 

(2)  Advance  disclosure.  After  June  20, 
1975,  advance  disclosure,  as  required  by 
S  82.7  of  this  Part,  must  be  provided  with 
respect  to  every  Home  Mortgage  except 
a  Home  Mortgage  (i)  which  is  made  pur¬ 
suant  to  a  Loan  Commitment  evidenced 
by  a  letter  or  written  agreement  signed 
by  the  Lender  prior  to  June  20,  1975,  and 
(il)  as  to  which  the  Date  of  Settlement 
occurs  on  or  before  October  20,  1975. 
Where  advance  disclosure  is  required,  it 
may  be  made  prior  to  June  20,  1975. 

(3)  Settlement  statement.  The  Uni¬ 
form  Disclosure/ Settlement  Statement 
shall  be  used  as  the  settlement  statement 
with  respect  to  every  Home  Mortgage 
subject  to  the  advance  disclosure  re¬ 
quirements  pursuant  to  paragraph  (c) 

(2)  of  this  section. 

§  82.5  Information  booklet  for  persons 
applying  for  loans  to  purchase  resi¬ 
dential  real  property. 

(a)  Lender  to  provide  information 
booklet.  Every  lender  shall  provide  a  copy 
of  the  Special  Information  Booklet  cur¬ 
rently  prescribed  by  the  Secretary  to 
every  person  who  makes  a  loan  applica¬ 
tion.  Where  more  than  one  individual 
makes  a  loan  application,  the  lender  is 
required  to  supply  a  oopy  of  the  Special 
Information  Booklet  to  at  least  one  of 
the  individuals  applying.  The  lender 
shall  supply  the  Special  Information 
Booklet  by  delivering  it  to  or  placing  it 
in  the  mail  to  the  applicant  not  later 
than  the  third  business  day  of  the  lender 
following  the  day  on  which  the  applica¬ 
tion  is  received. 

(b)  Printing  and  duplication.  The  Spe¬ 
cial  Information  Booklet  may  be  ob¬ 
tained  from  the  Superintendent  of  Docu¬ 
ments,  U.S.  Government  Printing  Office, 
Washington,  D.C.  20402.  The  Secretary 
may  from  time  to  time  revise  the  Spe¬ 
cial  Information  Booklet.  The  Special 
Information  Booklet  may  be  printed  or 
reproduced  in  any  form,  provided  that 
no  change  is  made,  other  than  as  per¬ 
mitted  under  paragraph  (c)  of  this  sec¬ 
tion.  The  Special  Information  Booklet 
may  not  be  made  a  part  of  a  larger  docu¬ 
ment  for  purposes  of  distribution  under 
RESPA  and  this  section.  Any  color,  size 
and  quality  of  paper,  type  of  print,  and 
method  of  reproduction  may  be  used  so 
long  as  the  booklet  is  clearly  legible  and 
easily  readable. 

(c)  Permissible  changes.  No  change  to, 
deletion  from  or  addition  to  the  Fore¬ 
word  and  text  of  the  Special  Information 
Booklet  currently  prescribed  by  the  Sec¬ 
retary  shall  be  made  other  than  those 
specified  below  or  any  others  approved 
in  writing  by  the  Secretary: 


(1)  The  cover  of  the  booklet  may  be 
in  any  form  and  may  contain  any  draw¬ 
ings,  pictures,  or  artwork,  provided  that 
the  words  "settlement  costs”  are  used  in 
the  title.  Names,  addresses  and  tele¬ 
phone  numbers  of  the  lender  or  others 
and  similar  information  may  appear  on 
the  cover,  but  no  discussion  of  the  mat¬ 
ters  covered  in  the  booklet  shall  appear. 

(2)  The  Special  Information  Booklet 
may  be  translated  into  other  languages. 

(3)  The  wording  may  be  deleted  which 
precedes  the  foreword,  authorizing  the 
reprinting  of  the  booklet  and  referring 
to  sale  by  the  Superintendent  of  Docu¬ 
ments,  but  not  the  first  paragraph,  re¬ 
ferring  to  preparation  of  the  booklet  by 
the  Secretary. 

(4)  In  the  last  sentence  of  the  fore¬ 
word,  “a  lending  institution"  may  be 
added  after  “local  consumer  affairs 
agency.” 

(5)  In  the  “Advance  disclosure”  sec¬ 
tion,  the  third  sentence  of  the  second 
paragraph  may  be  deleted. 

(6)  In  the  section,  “2.  Settlement  at¬ 
torneys,  escrow  and  closing  agents,”  the 
second  paragraph  and  first  sentence  of 
the  third  paragraph  may  be  deleted. 

(7)  In  section  B6,  in  the  paragraph 
entitled  “c.  Settlement  Agent,”  the  words 
“and  location"  may  be  deleted  from  the 
last  sentence. 

§  82.6  Uniform  Disrlosure/Settlement 
Statement  Form. 

(a)  Use  of  Form.  HUD  Form  1,  “Dis¬ 
closure/Settlement  Statement,”  pages  1 
and  2  of  which,  with  instructions,  are 
set  forth  in  Appendix  A  to  this  part,  and 
the  third  page  of  which,  with  instruc¬ 
tions,  is  set  forth  in  Appendix  B  to  this 
part,  shall  be  used  as  the  advance  dis¬ 
closure  statement  under  RESPA  section 
6  and  9  82.7  of  this  Part,  and  as  the 
settlement  statement  under  RESPA  sec¬ 
tion  4  and  9  82.8  of  this  Part. 

(b)  Printing  and  duplication  of  Form. 
The  Uniform  Disclosure/ Settlement 
Statement  Form  may  be  reproduced  by 
lenders  or  others.  Lenders  are  required 
to  use  the  form,  with  the  first  two  pages 
as  prescribed  by  the  Secretary  and  the 
third  page  as  prescribed  by  the  Federal 
Reserve  Board.  Only  the  following  per¬ 
missible  changes  and  insertions  may  be 
made: 

(1)  In  Block  A,  the  lender  or  other 
company  reproducing  the  form  may  in¬ 
sert  its  business  name  and/or  logotype 
and  may  rearrange,  but  not  delete,  the 
other  information  which  appears  in 
Block  A. 

(2)  In  Block  F,  the  name,  address  and 
other  information  regarding  the  lender 
may  be  printed,  and  a  space  or  spaces 
may  be  printed  for  lender’s  loan  number 
or  similar  information. 

(3)  The  form  may  be  printed  sepa¬ 
rately  to  be  used  only  as  an  advance 
disclosure  form  or  to  be  used  only  as  a 
form  for  settlement,  in  which  cases  the 
paragraph  entitled  “STATEMENT  OF 
ACTUAL  COSTS”  and  items  500  through 
603  may  be  deleted  from  the  form  used 
for  advance  disclosure,  and  the  para¬ 
graph  entitled  “ADVANCE  DISCLO¬ 


SURE  OF  COSTS”  may  be  deleted  from 
the  form  used  for  settlement. 

(4)  A  statement  may  be  printed  at  the 
end  of  the  paragraph  “ADVANCE  DIS¬ 
CLOSURE  OF  COSTS”,  in  any  style  or 
type  of  print,  that  advance  disclosure 
of  prorations  of  taxes  and  assessments 
is  based  upon  the  assumption  that  taxes 
and  assessments  are  not  delinquent.  Such 
statement  if  printed  on  the  form  will 
then  be  stricken  where  advance  disclo¬ 
sure  is  not  based  upon  such  assumption. 
See  §  82.7(k) . 

(5)  No  changes  in  the  size  or  type 
style  of  print  or  the  layout  of  the  first 
two  pages  of  the  form  shall  be  made, 
except  as  follows:  (A)  The  layout  of 
the  form  may  only  be  reset  in  type  if 
such  type  style  is  approximately  the 
same  size  and  appearance,  is  easily  read¬ 
able,  and  the  entire  form  layout  is  iden¬ 
tical  to  the  form  as  prescribed  by  HUD; 
and  (B)  where  necessary  to  accommo¬ 
date  computer  equipment,  the  first  two 
pages  of  the  form  may  be  printed  in  a 
larger  size  of  print  and  different  type 
style  and  the  distance  between  lines  may 
be  increased,  but  not  decreased,  but  there 
shall  be  no  other  change  in  the  layout 
and  placement  of  information  on  the 
form.  As  to  the  third  page,  see  Regula¬ 
tion  Z,  12  CPR  Part  226,  and  the  Federal 
Reserve  Board  instructions  in  Appen¬ 
dix  B. 

(6)  In  the  first  two  pages,  items  listed 
in  the  form  not  used  locally  or  not  used 
in  connection  with  mortgages  by  the 
lender  may  be  lined  out  in  a  manner  so 
that  they  may  still  be  read. 

(7)  In  the  first  two  pages,  charges  not 
listed  which  are  made  locally  may  be  in¬ 
serted  in  blank  spaces  in  any  style  or 
type  of  print  of  similar  size;  but  which  is 
different  from  the  style  and  type  of  print 
used  in  the  balance  of  the  form  (to  in¬ 
dicate  items  not  listed  nationwide) . 

(8)  Signature  lines  and  customary  lo¬ 
cal  recitals  prior  to  signature  lines  may 
be  added  at  the  end  of  the  second  page 
or  at  the  end  of  the  third  page. 

(9)  Additional  blank  space  may  be 
added  above  and/or  below  each  page  and 
the  form  may  be  printed  on  rolls,  which 
may  have  sprocket  holes  e.g.  for  com¬ 
puter  purposes.  The  pages  may  be  printed 
on  separate  sheets  or  placed  on  the  front 
and  back  of  a  single  sheet,  or  one  above 
the  other  on  a  single,  continuous  sheet. 

(10)  The  form  may  be  printed  on  light 
shades  of  tinted  paper  and  may  be 
printed  in  one  or  more  colors  of  clearly 
legible  inks. 

(11)  The  form  may  be  printed  in 
multi-copy  tear-out  sets.  Such  sets  or  any 
other  method  for  making  copies  may 
delete  Block  J,  lines  100  through  303, 
from  the  sel’er’s  copy  and  Block  K,  lines 
400  through  603,  from  the  Borrower’s 
copy. 

(12)  The  form  may  be  translated  into 
any  other  language  with  the  approval  of 
the  Secretary,  but  items  of  the  Truth  in 
Lending  Statement  required  by  law  to  be 
stated  in  English  must  be  so  stated. 

(13)  Any  other  deviation  in  pages  1 
and  2  of  the  form  is  only  permissible 
upon  receipt  of  written  approval  of  the 
Secretary.  Any  other  deviation  In  the 
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page  3  Truth  in  Lending  disclosure  must 
be  in  accordance  with  requirements  of 
the  Board  of  Governors  of  the  Federal 
Reserve  System.  See  Regulation  Z,  12 
CFR  226.102  and  form  instructions  in 
Appendix  B  to  this  Part.  A  request  to  the 
Secretary  for  approval  must  be  submitted 
in  writing  to  the  Assistant  Secretary 
for  Housing  Production  and  Mortgage 
Credit — Federal  Housing  Commissioner, 
Room  6100,  451  7th  Street,  SW.,  Wash¬ 
ington,  D.C.  20410,  stating  the  reasons 
why  the  applicant  believes  such  devia¬ 
tion  is  needed.  Prior  to  receiving  such 
approval,  the  prescribed  form  must  be 
used. 

(c)  HUD-prescribed  additions  of  items 
to  form.  HUD  reserves  the  right  to  direct 
the  order  and  the  manner  in  which  addi¬ 
tional  items  are  added  to  the  first  two 
pages  of  the  form  or  in  which  any  other 
changes  are  made  in  the  first  two  pages 
of  the  form  for  any  locality,  jurisdiction 
or  area. 

(d)  Additional  sheet.  Where  there  is 
an  unusually  large  number  of  insertions 
for  which  blank  spaces  in  the  first  two 
pages  of  the  form  are  not  sufficient,  an 
additional  sheet  for  such  items  may  be 
added  to  the  form  and  referenced  at  the 
appropriate  place  or  places  in  the  form. 
Such  additional  sheets  may  be  printed. 
The  reverse  side  of  the  form  may  be  used 
instead  of  an  additional  sheet. 

§  82.7  Advance  disclosure  of  settlement 
costs  by  lender. 

(a)  Lender  to  provide.  As  required  by 
RESPA  section  6,  each  lender  making  a 
home  mortgage  or  assumption  approval 
of  a  home  mortgage  shall  make  or  cause 
to  be  made  advance  disclosure  of  settle¬ 
ment  costs  on  HUD  Form  1  in  accordance 
with  this  section. 

(b)  Timing  of  advance  disclosure.  Ex¬ 
cept  as  provided  in  paragraphs  (c)  and 
(d)  of  this  section,  the  lender  shall  place 
in  the  mail  to  or  deliver  to  the  borrower 
and  the  seller  the  advance  disclosure 
statement  (on  HUD  Form  1)  at  any 
time  not  later  than  7  calendar  days 
after  the  date  of  loan  commitment.  Ad¬ 
vance  disclosure  may  be  made  prior  to 
loan  commitment.  Settlement  shall  not 
occur  less  than  15  calendar  days  after 
such  mailing  or  12  calendar  days  after 
such  delivery.  Where  advance  disclosure 
statements  to  different  parties  are  mailed 
or  delivered  on  different  dates,  the  mini¬ 
mum  period  to  settlement  provided  above 
shall  be  the  latest  date  required  with  re¬ 
spect  to  any  one  disclosure  statement. 
See  paragraph  (p)  of  this  section  regard¬ 
ing  Truth  in  Lending  disclosure. 

Example  1.  Loan  Commitment  Is  made 
July  2.  Settlement  Is  anticipated  to  occur 
within  60  days.  Advance  disclosure  state¬ 
ment  Is  delivered  to  one  seller  on  July  6, 
mailed  to  a  second  seller  on  July  7  and 
mailed  to  borrower  on  July  9.  Settlement  may 
not  be  held  prior  to  July  24  (16  days  from, 
and  not  including,  July  9).  Advance  dis¬ 
closure  Is  timely  because  it  Is  made  not 
later  than  July  9  (7  days  from,  and  not  In¬ 
cluding,  July  2). 

(c)  Timing  where  settlement  is  an¬ 
ticipated  more  than  60  days  after  loan 


commitment.  Where  as  of  the  date  of 
loan  commitment,  the  date  of  settlement 
is  anticipated  by  the  lender,  based  upon 
information  given  to  the  lender,  to  occur 
more  than  60  calendar  days  after  the 
date  of  loan  commitment,  the  lender 
may  in  its  discretion  mail  or  deliver  the 
advance  disclosure  statement  subsequent 
to  the  time  prescribed  in  paragraph  (b) , 
but  not  later  than  60  days  prior  to  the 
anticipated  date  of  settlement.  There¬ 
after,  if  the  lender  is  advised  that  the 
date  of  settlement  is  expected  to  occur 
still  later,  the  lender  may  in  its  dis¬ 
cretion  mail  or  deliver  the  advance  dis¬ 
closure  statement  at  any  time  not  later 
than  60  calendar  days  prior  to  such  re¬ 
vised  anticipated  date  of  settlement.  If 
at  any  time  subsequent  to  the  date  of 
loan  commitment  the  lender  is  advised 
that  the  date  of  settlement  is  anticipated 
earlier  than  previously  anticipated,  lend¬ 
er  shall  mail  or  deliver  the  advance  dis¬ 
closure  statement  on  or  before  60  days 
prior  to  such  revised  anticipated  date  of 
settlement  or,  if  such  revised  date  is 
within  67  days  of  the  date  lender  is  ad¬ 
vised  of  the  revised  anticipated  date  of 
settlement,  lender  shall  mail  or  deliver 
the  advance  disclosure  statement  not 
later  than  7  calendar  days  after  being 
advised  of  such  revised  date  of  settle¬ 
ment.  Nothing  in  this  subsection  (c) 
shall  alter  or  affect  the  minimum  periods 
between  disclosure  and  settlement  set 
forth  in  the  third  sentence  of  paragraph 
(b)  of  this  section.  See  paragraph  (p) 
of  this  section  regarding  Truth  in  Lend¬ 
ing  disclosure. 

Example  2.  Loan  Commitment  is  made 
July  1  and  settlement  is  anticipated  to  occur 
October  15.  Lender  may  mail  or  deliver  ad¬ 
vance  disclosure  at  any  time  on  or  before 
August  14  (60  days  before,  and  not  including, 
October  15).  As  of  August  1,  Lender  has  not 
yet  made  advance  disclosure  and  is  advised 
that  settlement  is  anticipated  November  16. 
Lender  may  mail  or  deliver  advance  dis¬ 
closure  statement  any  time  on  or  before 
September  14.  On  September  1,  Lender  is  ad¬ 
vised  that  settlement  is  anticipated  to  occur 
November  1.  Lender  must  maU  or  deliver 
advance  disclosure  statement  on  or  before 
September  8. 

(d)  Waiver  of  minimum  period  be¬ 
tween  advance  disclosure  and  settlement. 
The  minimum  period  between  advance 
disclosure  and  settlement  provided  in 
paragraph  (b)  may  be  reduced  to  3  days 
from  actual  receipt  of  the  advance  dis¬ 
closure  statement  by  the  borrower  and 
the  seller  where  settlement  is  held  not 
later  than  21  days  after  the  date  the  loan 
application  was  made.  Such  reduction 
shall  only  be  made  where  a  copy  of  the 
following  waiver  form  is  voluntarily 
executed  by  each  borrower  and  seller 
who  has  not  been  mailed  or  delivered  the 
advance  disclosure  statement  on  or  be¬ 
fore  the  time  limit  specified  in  paragraph 
(b)  of  this  section  and  Is  attached  to 
the  settlement  statement.  Such  waiver 
does  not  waive  any  applicable  right  of 
rescission  under  the  Truth  in  Lending 
Act;  see  Regulation  Z,  12  CFR  Part  226, 
for  requirements  applicable  to  waiver  of 
right  of  rescission. 


Waiver  to  Reduce  Period  Between  Advance 
Disclosure  and  Settlement 

Identification  of  Transaction: 

Borrower (s) : _ _ _ 

Seller(s) :  _ 

Property:  _ 

Loan  amount : _ 

Lender:  _ 

Date  of  settlement: _ 

I  hereby  acknowledge  and  affirm  that  I 
know  that  the  Real  Estate  Settlement  Proce¬ 
dures  Act  of  1974  requires  the  Lender  to  mail 
to  me  an  advance  itemized  disclosure  in  writ¬ 
ing  of  each  charge  arising  in  connection  with 
this  settlement  not  later  than  15  calendar 
days  prior  to  the  date  of  settlement,  or  de¬ 
liver  such  disclosure  to  me  not  later  than  12 
days  prior  to  the  date  of  settlement.  I  fur¬ 
ther  understand  that  if  the  lender  falls  to 
provide  the  required  disclosure  I  may  recover 
from  It  $500  or  actual  damages,  whichever 
is  greater,  plus  court  costs  and  a  reasonable 
attorney’s  fee  as  determined  by  the  court. 

Notwithstanding  the  above,  I  hereby  waive 
the  right  to  receive  such  disclosure  12  days 
or  have  it  mailed  15  days  prior  to  settlement 
and  I  further  oertify  that: 

(1)  Application  for  this  loan  was  made 
not  more  than  21  calendar  days  prior  to  set¬ 
tlement  date  and  I  have  consented  to  settle¬ 
ment  on  that  date;  and 

(2)  I  received  the  advance  disclosure  of 
settlement  costs  at  least  3  days  (excluding 
Saturdays,  Sundays  and  holidays)  prior  to 
the  date  of  settlement. 

(3)  I  understand  that  T  am  not  required 
to  execute  this  waiver  and  may.  Instead,  de¬ 
termine  not  to  waive  and  to  require  the  ad¬ 
vance  disclosure  of  settlement  costs  to  be 
delivered  to  me  12  days  before  settlement  or 
mailed  to  me  15  days  before  settlement;  and 

(4)  I  understand  that  if  I  sign  this  waiver 
in  advance  of  the  date  of  settlement,  I  may 
revoke  this  waiver  at  any  time  prior  to  the 
date  of  settlement. 


Signature  (s)  Date 

(e)  More  than  one  lender.  Where  two 
or  more  home  mortgages  are  made  with 
respect  to  the  same  sale  or  transfer  of 
the  mortgaged  property,  each  lender  may 
independently  satisfy  the  advance  dis¬ 
closure  requirements,  or  they  may  jointly 
satisfy  the  advance  disclosure  require¬ 
ments.  In  either  case,  each  lender  shall 
be  fully  responsible  to  the  borrower  and 
seller  to  make  the  required  disclosure. 

(f)  Good  faith  estimates.  Where  the 
exact  amount  of  a  charge  required  to  be 
stated  in  the  advance  disclosure  state¬ 
ment  is  not  known,  the  lender  may  state 
a  good  faith  estimate  made  by  the  lender, 
or  an  estimate  obtained  by  the  lender 
from  a  provider  of  settlement  services 
which  the  lender  reasonably  believes  is 
a  good  faith  estimate.  Each  estimate 
must  be  stated  as  a  specific  figure,  and 
not  as  a  range  of  possible  figures.  The 
advance  disclosure  statement  shall  state 
an  “(e)”  after  each  figure  which  is  an 
estimate. 

(g)  Charges  to  be  disclosed.  The  ad¬ 
vance  disclosure  statement  shall  state  the 
amount  or  estimated  amount  of  the 
charges  to  be  imposed  upon  the  borrower 
and  the  seller  shall  set  forth  in  the  Uni¬ 
form  Disclosure/Settlement  Statement 
(HUD  Form  1)  lines  700  through  1400 
and  all  similar  charges  to  be  paid  by  bor¬ 
rower  and  seller  which  are  not  listed  In 


FEDERAL  REGISTER,  VOL.  40,  NO.  100— THURSDAY,  MAY  22,  1975 


RULES  AND  REGULATIONS 


22453 


said  lines  700  through  1400,  except  as 
provided  in  paragraph  (h)  of  this  section 
regarding  hazard  Insurance,  paragraph 

(1)  of  this  section  regarding  attorney’s 
fees,  and  paragraph  (J)  of  this  section 
regarding  Inspection  charges  and  other 
charges.  Blocks  J  and  K  shall  be  com¬ 
pleted;  adjustments  may  be  made  in  ac¬ 
cordance  with  paragraph  (k)  of  this  sec¬ 
tion.  At  the  lender’s  option,  lender  may 
delete  Block  J  from  the  disclosure  to  the 
seller.  At  the  lender’s  option,  lender  may 
omit  Block  K  from  the  disclosure  state¬ 
ment  to  the  borrower. 

(h)  Exception  to  advance  disclosure 
of  hazard  insurance  charges.  The  charges 
for  hazard  insurance  binder  or  policy 
covering  the  mortgaged  property  are  not 
required  to  be  stated  in  the  advance  dis¬ 
closure  statement  where  the  borrower 
independently  obtains  •  his  own  hazard 
insurance  binder  or  policy,  whether  or 
not  the  lender  requires  such  binder  or 
policy  to  be  obtained  for  settlement,  pro¬ 
vided  that  the  binder  or  policy  has  not 
been  obtained  by,  and  the  carrier  or  in¬ 
surance  broker  or  agent  has  not  been  se¬ 
lected  for  the  borrower  by,  any  of  the 
following  persons:  The  lender;  an  agent 
or  representative  of  the  lender  or  inde¬ 
pendent  contractor  originating  the  home 
mortgage  in  the  name  of  the  lender ;  the 
real  estate  agent  or  broker;  or  the  per¬ 
son  selected  to  conduct  the  settlement. 

(i)  Exception  to  advance  disclosure  of 
attorney’s  fees.  Fees  or  estimated  fees  to 
be  paid  by  borrower  to  borrower’s  attor¬ 
ney  or  by  seller  to  seller’s  attorney  are 
not  required  to  be  stated  in  the  advance 
disclosure  statement  where  such  attor¬ 
ney  is  not  retained  to  perform  the  title 
search  or  other  services  required  by  the 
lender  and  the  borrower  or  seller,  as  the 
case  may  be,  Independently  elects  to  be 
represented  by  an  attorney  and  inde¬ 
pendently  selects  the  particular  attorney. 
Attorney’s  fees  or  estimates  thereof  are, 
however,  required  to  be  stated  in  the 
following  cases: 

(1)  Fees  to  be  paid  by  the  borrower 
for  an  attorney  representing  the  lender, 
the  seller  or  any  other  person; 

(2)  Fees  to  be  paid  by  the  seller  for 
an  attorney  representing  the  lender,  the 
borrower  or  any  other  person; 

(3)  Fees  to  be  paid  by  the  borrower 
or  the  seller  for  an  attorney  represent¬ 
ing  the  borrower  or  seller,  respectively, 
if  the  borrower  or  seller  is  required  by 
the  lender  or  his  agent  or  representative 
or  independent  contractor  originating 
the  home  mortgage  in  the  name  of  the 
lender  to  be  represented  by  counsel; 

(4)  Fees  to  be  paid  by  the  borrower  or 
the  seller  for  an  attorney  representing 
the  borrower  or  seller,  respectively,  if 
the  lender  or  his  agent  or  representative 
or  Independent  contractor  originating 
the  home  mortgage  in  the  name  of  the 
lender  selects  the  attorney.  For  purposes 
of  this  paragraph  (1)  (4) ,  the  lender  cm* 
such  other  person  is  not  considered  to 
select  the  attorney  if  he  merely  recom¬ 
mends  a  list  of  at  least  three  attorneys 
and  does  not  require  the  borrower  to 
select  an  attorney  from  such  list. 


(J)  Exception  to  advance  disclosure  for 
charges  lor  certain  other  services  inde¬ 
pendently  procured  by  borrower  or  seller. 
Charges  or  estimates  thereof  for  services 
not  required  by  the  lender  or  his  agent 
or  representative  or  independent  con¬ 
tractor  originating  the  home  mortgage 
for  the  lender  are  not  required  to  be 
stated  in  the  advance  disclosure  state¬ 
ment  where  the  borrower  or  seller  inde¬ 
pendently  elects  to  obtain  such  services 
and  independently  selects  the  provider  of 
such  services. 

(k)  Disclosure  of  adjustments  for  taxes 
and  assessments.  Lender  may  make  the 
disclosure  of  adjustments  for  taxes  and 
assessments  based  upon  the  assumption 
that  no  taxes  and  assessments  are  delin¬ 
quent,  in  lieu  of  determining  from  the 
appropriate  records  whether  delinquen¬ 
cies  exist.  Where  lender  makes  disclosure 
based  upon  such  assumption,  lender  shall 
place  in  Block  C  a  statement  that  ad¬ 
vance  disclosure  of  prorations  of  taxes 
and  assessments  is  based  upon  the  as¬ 
sumption  that  taxes  and  assessments  are 
not  delinquent.  See  §  82.6(b)  (4)  regard¬ 
ing  the  printing  of  such  a  statement. 

(l)  Single  disclosure.  Where  subsequent 
to  mailing  or  delivering  the  advance  dis¬ 
closure  statement,  changes  in  anticipated 
charges  come  to  the  attention  of  the 
lender  no  additional  or  revised  advance 
disclosure  statement  is  required  to  be 
provided.  The  lender  may  in  its  discre¬ 
tion,  but  is  not  required  to,  provide  up¬ 
dated  or  corrected  amounts  to  a  party 
the  lender  understands  will  pay  the 
charges  in  question  or  all  parties  by  let¬ 
ter  or  otherwise. 

(m)  Record-keeping.  Lender  shall  re¬ 
tain  a  copy  of  the  advance  disclosure 
statement  required  to  be  prepared  pur¬ 
suant  to  RESPA  section  6  for  2  years,  ex¬ 
cept  that  in  the  event  lender  disposes  of 
its  interest  in  the  Home  Mortgage  and 
does  not  service  the  home  mortgage, 
lender  may  permit  its  copy  of  the  ad¬ 
vance  disclosure  statement  tq  be  deliv¬ 
ered  to  the  owner  or  servicer  of  the  home 
mortgage  as  part  of  the  transfer  of  the 
loan  file.  A  copy  of  the  advance  disclo¬ 
sure  statement  may  be  required  to  be 
submitted  to  the  Secretary  and/or  to 
other  Federal  agencies.  Nothing  in  this 
Part  alters,  amends  or  in  any  way  re¬ 
duces  the  separate  record  keeping  re¬ 
quirements  of  Regulation  Z  of  the  Fed¬ 
eral  Reserve  Board.  See  12  CFR  226.6(i) . 

(n)  Damages.  As  provided  in  RESPA 
section  6(b),  a  lender  which  fails  to 
provide  the  prospective  borrower(s)  or 
seller(s)  with  the  required  advance  dis¬ 
closure  shall  be  liable  to  such  borrow - 
er(s)  or  to  such  seller(s),  as  the  case 
may  be,  in  an  amount  equal  to  actual 
damages  or  $500  to  all  borrowers  and 
$500  to  all  sellers,  whichever  is  greater, 
and  in  the  event  a  court  action  is  filed 
and  judgment  is  obtained  against  the 
lender,  court  costs  and  a  reasonable  at¬ 
torney’s  fee  as  determined  by  the  court, 
provided  that:  (1)A  lender  shall  not  be 
liable  under  RESPA  for  mailing  or  de¬ 
livering  the  disclosure  statement  later 
than  the  time  limits  established  in  this 
section,  if  within  the  time  limits  estab¬ 


lished  by  the  third  sentence  of  para¬ 
graph  (b). 

(2)  A  lender  shall  not  be  liable  under 
RESPA  for  a  violation  which  was  not  in¬ 
tentional  and  resulted  from  a  bona  fide 
error  notwithstanding  the  maintenance 
of  procedures  adopted  to  avoid  such  an 
error. 

(3)  In  order  to  show  actual  damages 
under  RESPA,  the  borrower (s)  or  the 
seller  (s)  seeking  damages  above  $500 
must  establish  on  the  particular  facts  of 
the  case  that  had  the  required  disclosure 
been  made,  the  borrower (s)  or  the  sell¬ 
ers)  would  have  obtained  settlement 
services  costing  at  least  $500  less  than 
those  he  or  she  actually  paid. 

(4)  Loss  based  upon  seller’s  claimed 
loss  of  a  sale,  borrower’s  claim  that  he 
was  unable  to  purchase  due  to  lender’s 
failure  to  make  proper  disclosure,  bor¬ 
rower's  claim  that  he  would  have  pur¬ 
chased  a  different  property,  or  damages 
other  than  described  in  paragraph  (M) 
(3)  of  this  section  may  not  be  the  basis 
for  a  claim  under  RESPA  for  actual 
damages  in  excess  of  $500. 

(o)  No  Fee  for  Preparation  of  Advance 
Disclosure  Statement.  See  §  82.10. 

(p)  Truth  in  Lending  disclosure.  The 
third  page  of  the  Uniform  Disclosure/ 
Settlement  Statement,  Appendix  B  to 
this  part,  setting  forth  the  Truth  in 
Lending  disclosure,  shall  be  completed 
and  provided  in  accordance  with  the 
Truth  in  Lending  Act,  Regulation  Z  of 
the  Federal  Reservo  Board,  12  CFR  Part 
226,  and  any  other  Federal  Reserve 
Board  requirements.  Where  Regulation 
Z  establishes  a  time  limit  for  the  making 
of  such  Truth  in  Lending  disclosure 
which  is  earlier  than  the  applicable  time 
limit  under  paragraphs  (b),  (c)  and  (d> 
of  this  section  for  the  making  of  ad¬ 
vance  disclosure,  the  Truth  in  Lending 
disclosure  must  be  made  at  the  time  re¬ 
quired  by  Regulation  Z.  In  such  cases, 
the  first  two  pages  of  the  Uniform  Dis¬ 
closure/Settlement  Statement,  HUD 
Form  1,  may  be  mailed  or  delivered  sub¬ 
sequently,  but  within  the  applicable  time 
limits  established  in  this  part,  and  the 
third  page  Truth  in  Lending  disclosure 
is  not  required  to  be  given  a  second  time 
when  pages  1  and  2  are  mailed  or 
delivered. 

§  82.8  Uniform  Settlement  Statement. 

(a)  Use  of  HUD  Form  1.  As  required 
by  RESPA  section  4,  the  Uniform  Set¬ 
tlement/Disclosure  Statement,  HUD 
Form  1,  shall  be  used  as  the  settlement 
statement  for  every  Home  Mortgage  set¬ 
tlement  transaction  involving  a  purchase 
or  transfer  of  a  mortgaged  property  for 
every  home  mortgage  settlement  pur¬ 
suant  to  an  assumption  approval. 

(b)  Charges  to  be  stated.  The  Uniform 
Disclosure/Settlement  Statement,  HUD 
Form  1,  shall  be  completed  to  Itemize 
all  charges  imposed  upon  the  borrower 
and  the  seller  in  connection  with  the 
settlement,  other  than  charges  exempted 
from  advance  disclosure  under  f  82.7 
(h),  (i)  and  (j)  and  which  borrower  or 
seller  contract  to  pay  for  separately  out¬ 
side  of  the  settlement.  The  person  pre- 
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of  this  Act  IX  the  Secretary  determines  that  ate  Federal  agencies,  by  publication  of  a 
such  law  gives  greater  protection  to  the  coh-  notice  in  the  Federal  Register. 
sumer.  In  making  these  determinations  the 

Secretary  shall  consult  with  the  appropri-  Effective  date.  These  regulations  are 
ate  Federal  agencies.  effective  as  of  June  20, 1975. 

A  determination  by  the  Secretary  that  Carla  H.  Hills, 

such  an  inconsistency  exists  shall  be  Secretary  of  Housing  and  Urban 

made,  after  consultation  with  appropri-  Development. 


paring  the  settlement  statement  is  not 
required  to  supply  the  information  in 
Block  J  in  the  copy  supplied  to  the 
seller,  nor  to  supply  the  information  in 
Block  K  to  the  borrower. 

(c)  Delivery.  The  settlement  statement 
shall  be  delivered  or  mailed  to  the  bor¬ 
rower  and  the  seller  on  the  date  of  settle¬ 
ment  or  as  soon  thereafter  as  practicable, 
and  in  any  case  not  later  than  3  days 
after  the  date  of  settlement. 

(d)  Recordkeeping.  Lender  shall  re¬ 
tain  a  copy  of  each  settlement  statement 
required  to  be  prepared  pursuant  to 
RESPA  section  4  for  2  years,  except  that 

in  the  event  lender  disposes  of  its  inter- _ 

est  in  the  home  mortgage  and  does  not  |tf  tt*  Ttulh-in-Unrlhi  Act  epplie*  to  thi*  transaction,  «  Truth-!o-Undin£\ 
service  the  home  mortgage,  lender  may 
permit  its  copy  of  the  settlement  state¬ 
ment  to  be  delivered  to  the  owner  or  serv¬ 
icer  of  the  home  mortgage  as  part  of  the 
transfer  of  the  loan  file.  Nothing  in  this 
part  alters,  amends  or  in  any  way  re¬ 
duces  the  separate  recordkeeping  re¬ 
quirements  of  Regulation  Z  of  the  Fed¬ 
eral  Reserve  Board.  See  12  CFR  226. 6(i). 

A  copy  of  the  settlement  statement  may 
be  required  to  be  submitted  to  the  Secre¬ 
tary  and/or  other  Federal  agencies. 

§  82.9  Mailing. 

The  provisions  of  this  part  requiring  oa 
permitting  mailing  of  advance  disclosure 
statements,  Special  Information  Book¬ 
lets  or  settlement  statements  shall  be 
deemed  to  be  satisfied  by  placing  the 
document  in  the  mail  (whether  or  not 
received  by  the  addressee)  addressed  to 
the  address  stated  in  the  loan  applica¬ 
tion  or  in  other  information  submitted 
to  or  obtained  by  lender  at  the  time  of 
loan  application,  or  submitted  to  or  ob¬ 
tained  by  the  person  conducting  the 
settlement,  except  that  a  revised  address 
shall  be  used  where  the  lender  or  such 
other  person  has  been  expressly  informed 
in  writing  of  a  change  of  address. 

§  82.10  No  fee. 

As  provided  in  RESPA  section  12,  no 
fee  shall  be  imposed  or  charge  made 
upon  any  other  person,  as  a  part  of  set¬ 
tlement  costs  or  otherwise,  by  a  lender 
in  connection  with  or  on  account  of  the 
preparation  and  distribution  required  by 
RESPA  of  the  statement  or  statements 
required  by  RESPA  section  4  (Settlement 
Statement),  RESPA  section  6  (Advance 
Disclosure)  or  by  the  Truth  in  Lending 
Act. 

§82.11  Relation  to  State  laws. 

RESPA  section  18(a)  provides: 

This  Act  does  not  annul,  alter,  or  affect,  or 
exempt  any  person  subject  to  the  provisions 
of  this  Act  from  complying  with,  the  laws 
of  any  State  with  respect  to  settlement  prac¬ 
tices,  except  to  the  extent  that  those  laws 
are  inconsistent  with  any  provision  of  this 
Act,  and  then  only  to  the  extent  of  the  In¬ 
consistency,  The  Secretary  Is  authorized  to 
determine  whether  such  Inconsistencies  exist. 

The  Secretary  may  not  determine  that  any 
State  law  Is  inconsistent  with  any  provision 
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DISCLOSURE  'SETTLEMENT  STATEMENT 


£.  &ELLEH 


O.  NAXE-T* 


I.  DATES 


f.  LOCATION 


PLACBQF  SETTLEMENT 


X.  SUMMARY  OF  SELLER'S  TRANSACTION 


J.  SUMMARY  OF  BORROWER’S  TRANSACTION 


ICO.  CROSS  AMOUNT  DUE  FROM  BORROVEXa 


Personal 


Contract  soles  price 


1 102.  Personal 


roperty 

1)03.  Settlement  charges  lo  borrower 


Adjustments  for  Iteas  paid  by  seller  in  odvence: 


403.  City/town  tones 


■ounty  taxes 


Lldjustments  for  items  paid  by  seller  la  odvoncc: 


407.  Assessments 


300.  REDUCTIONS  IN  AMOUNT  DUE  TO  SELLER, 


502.  Fey  oil  ol  second  mortgage  loan 


SOX  Settlement  cherjes  to  seller 


SOd.  Entsttna  toon(s)  tolen  subject  to 


idits  to  Sorrower  far  lieu  enpcld  by  sellers 


203.  Assessments 


Credits  to  botrowtr  for  Iteas  anpatd  by  sailor: 


312.  Assessments 


total  amounts  paid  by  or  in  behalf o/ 


CASH  AT  SETTLEMENT  REQUIRED  FROM  OR  PAYABLE 


■TO  BORROWER! 


520.  TOTAL  REDUCTIONS  IN  AMOUNT  DUE  TO  tILLI 


il.  Gross  amount  due  frets  borrower 
.fn* I  fine  120 ) 


)J2.  Lets  amounts  paid  by  or  la  Icbaff  ol  borrower 
f»m  free  231/ _ _ 
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I06.y  City/town  taxes 

to 

408. 

to 

107.  County  totes 

fa 

409. 

to 

to 

410. 

to 

1  109.  to 

411. 

to 

1  110. 

to 

]  11). 

to 

1  . 

. . 

1  fih 

to 

_1  NOTE: 

The  tollowinl  500  arid  600  aeries  sections  aro  not  | 

jl20.  CROSS  AMOUNT  DUE  FROM  BORROWER; 

I  required  to  be  completed  when  this  form  is  used  toe  odvanco 
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L.  SETTLEMENT  CHARGES 

PAID  FROM 

BORROWERS 

FUNDS 

PAID  FROM 
SELLER'S 
FUNDS 

700.  SALES'BROKER'S  COMMISSION  UmAmmIc*  $  f  X 

701.  Total  commission  paid  by  lelltf  (TsJi 

Division  of  commission  os  follows: 

70  2.  t  t. 

703.  $  t. 

704. 

BOO.  ITEMS  PAYABLE  IN  CONNECTION  WITH  LOAM. 

801.  Loon  Origination  fee  %  mm  /TSS 

802  Loon  Discount  %  (m) 

,803.  Approisol  Fee  I. _ _ j(T^3 

804.  Crodit  Report  to  ~~  (j  ^ 

805.  Lander's  inspection  fee  —  C  4*7} 

806.  Mortgage  Insurance  opplicotion  fee  to  (l  pi) 

807.  Assumption/refinoncing  fee  V>  w  Cl 

808  "  ~ 

' 

809. 

810. 

811. 

900.  ITEMS  REQUIRED  BT  LENDER  TO  BE  PAID  IN  ADVANCE. 

901.  Interest  Irom  to  8  5  /  iav  7 rj  ) 

902.  Mortgoge  insurance  premium  for  mo.  to 

903.  Hazard  insurance  premium  for  yrs.  to  f  ? 

904.  yrs.  t.  d-' 

905. 

1000.  RESERVES  DEPOSITED  WITH  LENDER  PORl 

(23Y 

1001.  Hozord  insurance  mo.  0$  /mo. 

1002  Mortgoga  insurance  mo.  0$  /mo. 

1003.  City  property  taxes  *  mo.  0$  /mo. 

1004.  County  property  taxes  mo.  8$  /  mo. 

1005.  Annual  assessments  mo.  0$  /mo. 

1006.  me.  St  /  .0. 

1007.  .a.BS  /me. 

1008.  mo.  dt  /mo. 

1100.  TITLE  CHARGES) 

lloi#  Settlement  or  dosing  fee  to  (£*T) 

1107.  Abstract  or  title  seorcti  to  1 

. — =^\ 

1103.  Title  exeminat ion  te 

1104.  Title  insurance  binder  to 

I  1105.  Document  preporot ion  to 

1  1106.  Notary  fees  to 

1107.  Attorney's  Fees  to  * 

StY 

(Ucluda  above  items  So.:  /  ^ 

SiSSSSSSSSESStS 

v'^vXvXvlvXvIv 

1108.  TitU  Insurance  to 

Sy 

•  *  (incited ft  above  items  So.-  / 

1109.  lender's  covero*e  5 

1110.  Owner's  cove.oo.  S 

1111. 

1112. 

1113. 

1200.  GOVERNMENT  RECORDING  AND  TRANSFER  CHARGES 

1201.  Recording  fees:  Deed  5  ;  Mortgoge  i  Releoses  $ 

—1 204. -  - 1 

1300.  ADDITIONAL  SETTLEMENT  CHARGES 

1301.  Survey  ID 

1302.  Pesl  inspection  to 

1303.  ' - 

130*: 

1305. 

1*00.  TOTAL  SETTLEMENT  CHARGES  (entered  on  Uses  193 and  SOX  Sections  1  and  KJ 

NOTE:  Voder  certain  circumstance*  the  borrower  and  seller  may  be  permitted  to  waive  the  12-day  period  which  must  normally 
occim  between  advance  disclosire  and  settlement.  In  the  event  each  a  waiver  is  mode,  copies  ol  the  statements  of  waiver, 
wsecuted  as  provided  in  the  reflations  ol  the  Department  ol  Housinf  and  Urban  Development,  shall  be  attached  to  and  made  a 
part  ol  this  lorm  when  the  form  is  used  os  a  settlement  statement. 

HUO-1  (5-75) 


Instructions  for  Completing  Uniform  Dis¬ 
closure/Settlement  Statement  (HUD 
Form  1) 

The  following  are  Instructions  for  com¬ 
pleting  the  first  2  pages  of  the  Uniform  Dis¬ 
closure/Settlement  Statement,  HUD  Form  1, 
required  under  Sections  4  and  6  of  the  Beal 
Estate  Settlement  Procedures  Act  of  1974 
(Public  Law  93-533)  and  the  Regulations 
thereto  Issued  by  the  U.S.  Department  of 
Housing  and  Urban  Development  called 
Regulation  X  (24  CFR  Part  82) .  This  form  Is 
to  be  used  to  provide  an  advance  disclosure 
of  costs  prior  to  settlement,  and  as  a  uniform 
statement  of  actual  costs  and  adjustments 


to  be  given  to  the  parties  In  connection  with 
the  settlement.  The  Instructions  for  com¬ 
pletion  are  primarily  for  the  benefit  of  the 
persons  who  prepare  the  statements  and 
need  not  be  transmitted  to  the  parties  as  an 
integral  part  of  the  form.  To  determine  If 
the  Uniform  Dlsclosure/Settilement  State¬ 
ment  is  legally  required  to  be  used  In  a  par¬ 
ticular  mortgage  loan  transaction,  refer  to 
Regulation  X  of  the  Department  of  Housing 
and  Urban  Development  (24  CFR  Part  82). 
There  Is  no  objection  to  the  use  of  the  form 
In  transactions  In  which  its  use  Is  not  legally 
required. 

The  Truth-In-Lending  Statement  pre¬ 
pared  by  the  Federal  Reserve  Board  for  real 


estate  transactions  Is  a  part  of  the  Uniform 
Disclosure/Settlement  Statement.  It  is  the 
third  page  of  the  Uniform  Disclosure/Settle¬ 
ment  Form  and  must  be  completed  In  all 
cases  In  which  the  Truth  In  Lending  Act 
applies  to  the  transaction.  For  specific  In¬ 
structions  on  Truth-In-Lending  disclosure 
requirements  under  the  Real  Estate  Settle¬ 
ment  Procedures  Act,  refer  to  the  Instruc¬ 
tions  of  the  Federal  Reserve  Board,  which 
appear  In  Appendix  B  to  HUD’s  Regulation 
X  (24  CFR  Part  82). 

The  disclosure  In  advance  of  settlement  Is 
the  responsibility  of  the  lender.  The  Act  rec¬ 
ognizes  that  the  precise  amount  of  every 
Individual  charge  to  be  assessed  at  settlement 
will  not  always  be  known  at  the  time  of  ad¬ 
vance  disclosure.  The  Act  provides:  “In  the 
event  the  exact  amount  of  any  such  charge 
is  not  available,  a  good  faith  estimate  of 
such  charge  may  be  provided.”  As  provided 
in  Regulation  X,  the  advance  disclosure  state¬ 
ment  shall  state  an  "(e)”  after  each  figure 
which  Is  an  estimate.  Each  estimate  must  be 
stated  as  a  specific  figure,  and  not  as  a  range 
of  possible  figures. 

General  Instructions 

Information  and  amounts  may  be  filled 
in  by  typewriter,  hand  printing,  computer 
printing,  or  any  other  method  producing 
clear  and  legible  results.  Copies  of  the  form 
sent  to  the  borrower  and  the  seller  may  be 
carbon  copies,  electrostatic  copier  copies,  or 
other  clearly  legible  copies.  Refer  to  Regu¬ 
lation  X  regarding  rules  applicable  to  print¬ 
ing  of  the  form. 

Where  there  Is  an  unusually  large  num¬ 
ber  of  Insertions  for  which  blank  spaces  In 
the  first  two  pages  of  the  form  are  not  suf¬ 
ficient,  an  additional  sheet  for  such  Items 
may  be  added  to  the  form  and  referenced  at 
the  appropriate  place  or  places  In  the  form. 
Such  additional  sheets  may  be  printed.  The 
reverse  side  of  the  form  may  be  used  instead 
of  an  additional  sheet. 

Line  Item  Instructions 

Instructions  for  completing  the  Individual 
Items  on  the  form  follow.  Where  no  Instruc¬ 
tions  are  given,  the  item  is  thought  to  be 
self-explanatory. 

Section  A.  The  lender,  title  company,  or 
other  firm  preparing  the  form  may  insert  its 
name  and/or  logotype  In  Section  A. 

Section  B.  Check  appropriate  loan  type 
and  complete  the  remaining  Items  as  ap¬ 
plicable. 

Section  C.  Check  the  appropriate  box  In¬ 
dicating  whether  the  particular  copy  of  the 
form  being  completed  Is  for  advance  dis¬ 
closure  purposes  or  Is  a  statement  of  actual 
costs  and  disbursements  at  or  after  settle¬ 
ment.  As  provided  In  Regulation  X,  In  pre¬ 
paring  the  advance  disclosure  statement,  the 
Lender  may  make  the  disclosure  of  adjust¬ 
ments  for  taxes  and  assessments  based  upon 
the  assumption  that  no  taxes  and  assess¬ 
ments  are  delinquent.  In  lieu  of  determining 
from  the  appropriate  records  whether  de¬ 
linquencies  exist.  Where  Lender  makes  dis¬ 
closure  based  upon  such  assumption,  Lender 
shall  place  In  Block  C  a  statement  that 
advance  disclosure  of  proratlons  of  taxes 
and  assessments  Is  based  upon  the  assump¬ 
tion  that  taxes  and  assessments  are  not  de¬ 
linquent.  Under  Regulation  X,  Lender  Is 
permitted  to  print  such  a  statement  In 
Block  C;  where  the  statement  Is  printed  In 
the  form.  It  Is  to  be  stricken  where  not 
applicable. 

Sections  D  and  E.  Fill  In  the  names  and 
current  mailing  addresses  of  the  borrower 
and  the  seller.  Where  there  Is  more  than 
one  buyer  or  seller,  the  name  and  address  of 
one  is  sufficient. 
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Section  F  and  H.  Fill  In  the  name  and  ad¬ 
dress  of  the  lender  and  the  settlement  agent. 
If,  at  the  time  of  advance  disclosure,  the  set¬ 
tlement  agent  has  not  yet  been  selected,  the 
advance  disclosure  form  should  have  “not 
known”  entered  In  Section  H. 

Section  G.  The  street  address  of  the  se¬ 
curity  property,  If  any  should  be  given.  If 
there  Is  no  street  address,  a  brief  legal  de¬ 
scription  or  other  location  of  the  property 
should  be  inserted.  In  all  cases  give  the  zip 
code  of  the  property. 

Section  I.  Fill  in  these  dates  to  the  extent 
they  are  known.  If  advance  disclosure  Is 
made  before  commitment,  an  estimated  com¬ 
mitment  date  should  be  Inserted  and  marked 
“(e)”.  If  the  settlement  date  is  not  firm  at 
the  time  of  advance  disclosure,  an  estimated 
settlement  date  should  be  Inserted  and 
marked  “(e) “1  If  the  proratlons  of  taxes,  In¬ 
surance,  etc.,  are  to  be  made  as  of  a  date 
different  than  the  settlement  date,  Indicate 
the  date  of  prorations  on  the  last  line  in  this 
section. 

Section  J.  Summary  of  Borrower’s  Trans¬ 
action.  The  Borrower  may  be  given  a  copy 
of  the  form  (In  case  of  both  advance  dis¬ 
closure  and  settlement)  which  does  not  con¬ 
tain  the  Information  filled  In  under  "Sum¬ 
mary  of  Seller's  Transaction”  (Block  K,  Ser¬ 
ies  400,  600,  and  600  Items) . 

Lines  104  and  105  are  for  additional 
amounts  owed  by  the  buyer.  For  example, 
the  balance  In  the  seller's  reserve  account 
held  by  the  lender.  If  assigned  to  the  buyer 
in  a  loan  assumption  case,  would  be  entered 
here. 

Lines  106  through  111  are  for  Items  which 
the  seller  had  paid  In  advance,  and  for  which 
the  buyer  must  therefore  reimburse  the 
seller.  On  the  advance  disclosure  statement 
the  exact  date  for  proratlons  will  not  usually 
be  known,  and  these  amounts  will  therefore 
be  estimates.  Examples  of  Items  for  which 
adjustments  are  made  may  Include  taxes  and 
assessments  paid  In  advance  for  an  entire 
year  or  other  period,  when  settlement  occurs 
prior  to  the  expiration  of  the  year  or  other 
period  for  which  they  were  paid.  See  Instruc¬ 
tion  for  Block  C  above  regarding  advance  dis¬ 
closure  of  taxes  and  assessments  on  the  as¬ 
sumption  that  no  taxes  and  assessments  are 
delinquent.  Additional  examples  Include  flood 
and  hazard  Insurance  premiums  If  the  buyer 
Is  being  substituted  as  an  Insured  under  the 
same  policy,  mortgage  Insurance  in  loan  as¬ 
sumption  cases;  PUD  or  condominium  asso¬ 
ciation  assessments  paid  in  advance;  fuel  or 
other  supplies  on  hand,  purchased  by  the 
seller,  which  the  buyer  will  use  when  buyer 
takes  possession  of  the  property;  and  ground 
rent  paid  in  advance. 

Line  203  Is  used  for  cases  In  which  the 
buyer  Is  assuming  or  taking  title  subject  to 
an  existing  loan  or  other  lien. 

Lines  204  and  205  may  be  used  In  cases  In 
which  the  seller  has  taken  a  trade-in  or  other 
property  from  the  buyer  In  part  payment  for 
the  property  being  sold,  or  when  a  tenant  In 
the  property  has  not  yet  paid  his  rent  for  a 
period  of  time  prior  to  the  settlement,  and 
which  the  buyer  will  collect.  They  may  also 
be  used  In  cases  In  which  a  seller  (typically 
a  builder)  is  making  an  "allowance”  to  the 
buyer  for  carpets  or  drapes  which  the  buyer 
Is  to  purchase  on  his  own.  Such  an  allow¬ 
ance  should  also  be  entered  on  lines  505-509. 

Lines  206  through  212  are  for  items  which 
have  not  yet  been  paid,  and  which  the  buyer 
is  expected  to  pay,  but  which  are  attribut¬ 
able  in  part  to  a  period  of  time  prior  to  the 
settlement.  In  Jurisdictions  in  which  taxes 
are  paid  late  in  the  tax  year,  most  cases  will 
show  the  proratlon  of  taxes  in  these  lines. 
See  Instruction  to  Block  C  above  regarding 
advance  disclosure  of  taxes  and  assessments 
on  the  assumption  that  no  taxes  and  assess¬ 
ments  are  delinquent.  Other  examples  In¬ 


clude  utilities  used  but  not  paid  for  by  the 
seller,  rent  collected  In  advance  by  the  seller 
from  a  tenant  for  a  period  extending  beyond 
the  settlement  date,  and  interest  on  loan  as¬ 
sumptions.  As  with  lines  106  to  112,  these 
amounts  will  normally  be  only  estimates  on 
the  advance  disclosure  statement. 

Line  303  may  indicate  either  the  cash  re¬ 
quired  from  the  borrower  at  settlement  (the 
usual  case  in  a  purchase  transaction)  or  cash 
payable  to  the  borrower  at  settlement  (if,  for 
example,  the  buyer's  earnest  money  deposit 
exceeded  his  cash  obligations  In  the  trans¬ 
action)  .  The  appropriate  box  should  be 
checked. 

Section  K.  Summary  of  Seller’s  Transac¬ 
tion.  The  Seller  may  be  given  a  copy  of  the 
form  (In  case  of  both  advance  disclosure  and 
settlement)  which  does  not  contain  the  in¬ 
formation  filled  in  under  "Summary  of  Bor¬ 
rower’s  Transaction”  (Block  J,  Series  100, 
200,  and  300  items) . 

Instructions  for  the  use  of  lines  106-112, 
above,  apply  also  to  lines  405  to  411. 

As  the  note  on  the  form  Indicates,  it  is 
not  necessary  to  complete  lines  500  through 
603  when  the  form  Is  used  for  advance  dis¬ 
closure.  The  reason  Is  that  information  about 
payoff  figures  on  existing  liens  must  nor¬ 
mally  come  from  a  title  search  and  payoff 
letters  from  other  lenders,  and  is  therefore 
often  not  available  at  the  time  of  advance 
disclosure.  There  Is,  however,  no  objection  to 
the  completion  of  these  sections  at  the 
time  of  advance  disclosure  if  the  lender  so 
desires. 

Line  504  Is  used  if  the  purchaser  Is  as¬ 
suming  or -taking  title  subject  to  existing 
liens  which  are  to  be  deducted  from  sales 
price. 

Lines  505  through  509  may  be  used  to  list 
additional  liens  which  must  be  paid  off 
through  settlement  to  clear  title  to  the  prop¬ 
erty.  They  may  also  be  used  to  indicate 
funds  to  be  held  by  the  settlement  agent  for 
the  payment  of  repairs  the  seller  is  obligated 
to  make  or  payment  of  water,  fuel,  or  other 
utility  bills  which  cannot  be  prorated  be¬ 
tween  the  parties  at  settlement  because  the 
amounts  used  by  the  seller  prior  to  settle¬ 
ment  are  not  yet  known. 

If  the  seller’s  real  estate  broker  has  re¬ 
ceived  and  held  an  earnest  money  deposit 
which  exceeds  the  commission  owed  to  him, 
and  If  he  will  tender  the  excess  deposit  di¬ 
rectly  to  the  seller  rather  than  through  the 
settlement  agent,  the  amount  of  excess  de¬ 
posit  should  be  entered  on  one  of  lines  505- 
609,  thus  reducing  the  amount  to  be  paid 
to  the  seller  by  the  settlement  agent  by  that 
amount. 

Instructions  for  the  use  of  lines  510 
through  615  are  the  same  as  those  for  lines 
206  to  212,  above. 

Section  L.  Settlement  Charges.  General: 
For  all  Items  except  those  paid  to  and  re¬ 
tained  by  the  lender,  the  name  of  the  per¬ 
son  or  firm  receiving  the  payment  should  be 
shown. 

Line  700.  If  the  6ales  commission  paid  by 
the  seller  is  based  on  a  percentage  of  the  pur¬ 
chase  price,  enter  the  purchase  price  and 
the  percentage  here. 

Line  701.  The  dollar  amount  of  the  total 
commission  paid  by  the  seller  is  entered  here. 
A  single  entry  is  made,  regardless  of  whether 
compensation  will  be  paid  to  one  agent  or 
split  among  several  agents. 

Lines  702-703  are  to  be  used  to  state  the 
split  of  the  commission  where  the  person 
conducting  the  settlement  disburses  portions 
of  the  commission  to  two  or  more  agents. 
Only  the  total  commission  Is  to  be  shown 
in  the  borrower’s  or  seller’s  columns. 

Line  704  may  be  used  for  additional 
charges  made  by  the  sales  agent,  or  for  a 
sales  commission  charged  to  the  buyer, 
which  will  be  disbursed  by  the  settlement 
agent. 

l 


Line  801.  Enter  the  fee  charged  by  the 
lender  for  processing  or  originating  the  loan. 
If  this  fee  is  computed  as  a  percentage  of 
the  loan  amount,  enter  the  percentage  in 
the  blank  indicated. 

Line  802.  Enter  the  loan  discount  charged 
by  the  lender,  and  if  it  is  computed  as  a 
percentage  of  the  loan  amount,  enter  the 
percentage  in  the  blank  indicated. 

Line  803.  Enter  appraisal  fees,  if  there  is  a 
charge  separate  from  the  origination  fee. 

Line  805  is  used  only  for  inspections  by 
the  Lender  or  his  personnel.  Charges  for 
other  pest  or  structural  inspections  required 
by  Regulation  X  to  be  stated  should  be 
entered  in  lines  1302-1305. 

Line  806  should  be  used  for  a  VA  appraisal 
fee,  FHA  application  fee  (which  covers  the 
cost  of  appraisal  by  the  agency  as  well), 
or  a  fee  required  by  a  private  mortgage  in¬ 
surance  company. 

Line  807  is  provided  for  convenience  in  us¬ 
ing  the  form  for  loan  assumption  transac¬ 
tions  if  a  lee  is  charged  by  the  Lender  for 
agreeing  to  an  assumption  or  transfer  subject 
to  an  existing  indebtedness. 

Line  901.  If  Interest  is  collected  at  settle¬ 
ment  for  a  part  of  a  month  or  other  period 
between  settlement  and  the  date  from  which 
interest  will  be  collected  with  the  first  regu¬ 
lar  monthly  payment,  enter  that  amount 
here.  If  such  interest  is  not  collected  until 
the  first  regular  monthly  payment,  no  entry 
should  be  made  on  line  901. 

Line  1000.  This  section  is  used  for  amounts 
collected  by  the  Lender  and  held  in  an  ac¬ 
count  for  the  future  payment  of  the  obliga¬ 
tions  listed  as  they  fall  due.  In  many  juris¬ 
dictions  this  is  referred  to  as  an  “escrow”, 
“impound”  or  "trust”  account.  In  addition 
to  the  items  listed,  some  Lenders  may  require 
reserves  for  flood  insurance,  condominium 
owners  association  assessments,  etc. 

Line  1100.  In  many  Jurisdictions  the  same 
person  (e.g.,  an  attorney  or  a  title  Insurance 
oompany)  performs  several  of  the  services 
listed  in  this  section,  and  makes  a  single 
undifferentiated  charge  for  so  doing.  In  such 
cases,  enter  the  overall  fee  on  line  1107,  (for 
attorneys)  Or  line  1108  (for  title  companies), 
and  enter  on  the  line  provided  the  item  num¬ 
bers  of  the  services  listed  which  are  covered 
in  the  overall  fee.  In  such  cases  no  amounts 
should  be  entered  for  the  individual  items 
which  are  covered  by  overall  fees. 

Line  1101.  Enter  here  the  fee  of  the  person 
or  firm  conducting  the  settlement.  In  some 
Jurisdictions  this  is  termed  a  closing  or 
escrow  fee.  If  two  or  more  persons  or  firms 
make  charges  in  connection  with  the  same 
transaction,  enter  total  charges  in  the  ap¬ 
propriate  columns,  and  indicate  the  break¬ 
down  of  charges  on  the  line  after  the  word 
"to”. 

Lines  1102  and  1103.  In  some  Jurisdictions 
the  same  person  (e.g.,  an  attorney)  both 
searches  the  title  (that  is.  performs  the  nec¬ 
essary  research  in  the  records)  and  examines 
title  (that  Is,  makes  a  determination  as  to 
what  matters  affect  title,  and  provides  a  title 
report  or  opinion.)  If  such  a  person  charges 
only  one  fee  for  both  services.  It  should  be 
entered  on  line  1103.  If  separate  persons 
perform  these  tasks,  or  if  separate  charges 
are  made  for  searching  and  examination,  they 
should  be  listed  separately. 

Line  1105.  Enter  charges  for  preparation  of 
deeds,  mortgages,  notes,  etc.  If  more  than 
one  person  receives  a  fee  for  such  work  in 
the  same  transaction,  show  the  total  paid 
in  the  appropriate  column  and  the  individual 
charges  on  the  line  following  the  word  “to”. 

Lines  1108-1110.  Enter  the  total  charge  for 
title  Insurance  (except  the  cost  of  the  title 
binder)  on  line  1108.  Enter  on  lines  1109  and 
1110  the  individual  charges  for  the  Lender’s 
and  owner’s  policies.  Note  that  these  charges 
are  not  carried  over  into  the  borrower^  and 
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seller’s  columns,  since  to  do  so  would  result 
in  a  duplication  of  the  amount  In  line  1108. 

Lines  1111-1113.  These  lines  are  for  entry 
of  other  title  Charges  not  already  Itemized. 
Examples  In  some  Jurisdictions  would  Include 
a  fee  to  a  private  tax  service,  a  fee  to  a  county 
tax  collector  for  a  tax  certificate,  and  a  fee  to 
a  public  title  registrar  for  a  certificate  of 
title  under  a  Torrens  Act.  Show  the  lender’s 
attorney's  fee,  If  any,  on  line  1107  and  other 
attorneys’  fees,  If  required  to  be  stated  under 
Regulation  X,  on  lines  1111-1113. 

Lines  1303-1305.  Enter  on  these  lines  any 
other  settlement  charges  not  referrable  to 
the  categories  listed  above  on  the  form  which 
are  required  by  Regulation  X  to  be  stated. 
Examples  may  Include  structural  Inspections 


RULES  AND  REGULATIONS 

or  pre-sale  Inspection  of  heating,  plumbing, 
or  electrical  equipment.  These  inspection 
charges  may  Include  a  fee  for  Insurance  or 
warranty  coverage. 

Line  1400.  Enter  the  total  settlement 
charges  paid  from  borrower’s  funds  and 
seller’s  funds.  These  totals  are  also  entered 
on  lines  103  and  603,  respectively.  In  Sec¬ 
tions  J  and  K. 

Attachment  of  Waiver  Form 

The  waiver  or  waivers  reducing  the  period 
between  disclosure  and  settlement  (if  any 
are  executed  by  the  parties)  are  a  part  of 
the  form  when  It  Is  used  as  a  settlement 
statement,  and  should  be  attached  to  the 
form. 


EXHIBIT  B 

Federal  Trutli-in-Lcnding  Statement 
(As  part  of  Disclosure/Settlcment  Statement) 


I,  A>  Cash  price  (contract  sales  price)  $_ 

1.  less  any  cash  downpayment  $ 

2.  Less  any  trade-in  $ _ 

3.  Total  downpayment  $_ 

8,  Equals  unpaid  balance  of  cash  price  $_ 

C.  Plus  any  other  amounts  financed: 

It  Property  Insurance  prcalums  S 
2  #  .  $ 

3,  Total  other  amounts  financed  $_ 

8,  Equals  unpaid  balance  $_ 

8<  less  any  prepaid  finance  charges: 

1#  Origination  fee  or  points 
paid  by  borrower  $ 

2#  loan  discount  or  points 

paid  by  seller  $ 

3a  Interest  from  (specify  date) 
to  (specify  date)  $ 

4a  Mortgage  guaranty  insurance  $ 

5.  _ $ _ 

6a  Total  prepaid  finance  charge  §. 

Fa  Zquals  amount  financed  ?„ 

xia  The  FINANCE  CHARGE  consists  of 

Aa  Interest  (simple  annual  rate 

of _ 7.)  „  $ _ 

Ba  Total  prepaid  finance  charge 

(I.  E.  6.)  ? _ 

c.  _ ? _ 

8.  Total  FINANCE  CHARGE  $. 


21! a  Aa  ihe  ANNUAL  PERCENTAGE  RATE  on  the  amount  financed  Is  X 

8a  If  the  contract  Includes  a  provision  for  variation  In  the 

Interest  rate,  describe  . 


XV.  The  repayment  terms  are: 

V#  The  finance  charge  begins  to  accrue  on _ (specify  date) 

Via  In  the  event  of  late  payments,  charges  may  be  assessed  as  follows: 

Vila  (Use  either  A  or  B  as  appropriate) 

Aa  Conditions  and  penalties  for  prepaying  this  obligation  are  , 

8,  Identification  of  method  Of  rebate  of  unearned  finance  charge 
Is  - 

Villa  Insurance  takea  In  connection  vlth  this  obligation:  - 


12a  Tho  security  for  this  obligation  Is 


*  Indicates  a  date,  rate  or  ooount  that  ts  estimated  and  may  ba  subject 
to  change. 
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INSTRUCTIONS  FOR  FEDERAL  TRUTH  IN  LENDING 
STATEMENT  1 

This  form  Is  tho  Federal  Truth  In  Lend¬ 
ing  disclosure  portion  of  the  Disclosure/ 
Settlement  Statement  to  be  provided  by  the 
Department  of  Housing  and  Urban  Develop¬ 
ment  In  connection  with  the  Real  Estate 
Settlement  Procedures  Act  (Pub.  L.  93  633). 

This  form  Is  Intended  to  provide  a  flexible, 
minimum  disclosure  standard  In  satisfaction 
of  the  Truth  in  Lending  (Regulation  Z)  re¬ 
quirements  of  the  Real  Estate  Settlement 
Procedures  Act.  This  form  Is  designed  to 
accommodate  those  Truth  In  Lending  dis¬ 
closures  which  are  most  common  to  real 
estate  purchase  transactions.  However,  the 
form  Is  not  comprehensive  of  all  credit 
charges  or  terms  that  may  be  Incident  to 
any  particular  federally  related  mortgage 
loan.  When  a  given  transaction  Includes  less 
common  terms,  Buch  as  balloon  payments, 
for  which  no  specific  provision  Is  made  on 
the  form,  these  terms  will  also  need  to  be 
disclosed  and  Identified  on  the  form. 

To  maintain  the  form  as  a  standardized 
disclosure  mechanism  while  still  providing 
creditors  with  flexibility,  certain  changes  to 
the  form  may  be  necessary.  As  long  as  the 
applicable  Truth  In  Lending  disclosure  re¬ 
quirements  are  met: 

(a)  Disclosures  provided  on  the  form 
which  are  not  applicable  to  a  given  trans¬ 
action  may  be  deleted.  For  example,  the  fi¬ 
nance  charge  disclosures  (Item  II)  need  not 
be  made  In  the  case  of  a  purchase  money 
first  mortgage  on  a  dwelling. 

(b)  Disclosures  and  language  more  per¬ 
tinent  to  a  specific  charge  or  term  may  ba 
substituted  for  those  presently  Included. 
For  example,  In  Item  VH_A.,  If  no  charge 
will  be  assessed  In  the  event  of  prepayment 
of  a  loan  on  which  Interest  Is  computed  on 
the  unpaid  principal  balance,  a  statement  to 
that  effect  may  be  substituted. 

(c)  Additional  space  and/or  disclosures 
may  be  provided  where  necessary  to  satisfy 
the  requirements  of  Regulation  Z.  For  ex¬ 
ample,  additional  space  may  be  provided  for 
disclosures  in  Item  IV;  other  charges,  such 
as  continuing  premiums  for  mortgage  guar¬ 
anty  Insurance,  may  be  added  under  Item 
n. 

This  form  Is  designed  as  a  disclosure  for 
both  loan  and  credit  sale  transactions  and 
should  be  used  regardless  of  whether  a  given 
transaction  may  be  characterized  as  a  loan 
or  credit  sale  (}{  226.6(d),  226.8(c)  and 
226.8(d)).  The  form  contains  certain  dis¬ 
closure  provisions  which  are  required  In 
credit  sales  disclosures  under  Truth  in  Lend¬ 
ing  but  not  required  in  loan  disclosures. 
Lenders  who  choose  to  make  only  those  dis¬ 
closures  required  In  connection  with  loans 
under  Regulation  Z  may  delete  the  additional 
disclosures  related  to  the  credit  sales.  Also 
a  certain  amount  of  deviation  may  be  neces¬ 
sary  In  more  complicated  transactions,  such 
as  In  the  case  of  permanent  financing  fol¬ 
lowing  the  maturity  of  a  home  construction 
loan. 

This  form  Is  Intended  to  be  used  solely 
for  the  disclosures  required  under  the  Fed¬ 
eral  Truth  In  Lending  Act.  Except  with  re¬ 
spect  to  resclndable  transactions,  as  noted 
below,  all  Truth  In  Lending  disclosures  made 
in  compliance  with  the  Real  Estate  Settle¬ 
ment  Procedures  Act  shall  be  made  on  one 


1Note:  These  Instructions  are  intended 
to  assist  in  the  completion  of  the  Truth  In 
Lending  Statement,  and  except  to  the  extent 
to  which  Regulation  Z  Is  interpreted  to 
accommodate  the  Real  Estate  Settlement 
Procedures  Act.  the  Instructions  are  in  no 
way  Intended  to  supersede  or  supplement 
the  provisions  of  Regulation  Z.  All  sectional 
references  in  the  Instructions  are  to  Regu¬ 
lation  Z  (12  CFR226). 
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6ide  of  a  single  sheet  regardless  of  any  dif¬ 
fering  Regulation  Z  requirements.  For  ex¬ 
ample,  in  spite  of  the  provisions  of  f  226.8 
(a)  (1),  for  the  purposes  of  satisfying  the  re¬ 
quirements  of  the  Real  Estate  Settlement 
Procedures  Act,  promissory  notes  or  other 
contractual  obligations  shall  not  be  Included 
on  the  Truth  In  Lending  disclosure  form. 
Similarly,  In  spite  of  f  226.6(c)  (2) ,  the  Truth 
In  Tending  form  to  be  used  In  connection 
with  the  Real  Estate  Settlement  Procedures 
Act  may  not  Include  Inconsistent  State  dis¬ 
closure  requirements. 

Charges  under  {  226.4(b)  need  not  be  item¬ 
ized  on  this  form,  provided  they  are  Itemized 
and  disclosed  on  the  settlement  cost  portion 
of  the  combined  form. 

In  the  event  that  a  given  transaction  sub¬ 
ject  to  the  Real  Estate  Settlement  Proce¬ 
dures  Act  is  resclndable  under  provisions  of 
{  226.9  of  Regulation  Z,  two  copies  of  a 
notice  of  the  right  of  rescission  (i  226.9(b) ) 
shall  be  given  separately  from  the  prescribed 
form  to  each  borrower  who  has  the  right  to 
rescind. 

Bona  fide  estimates  may  be  made  In  con¬ 
nection  with  dates  or  charges  for  which  exact 
dollar  amounts  or  rates  are  unknown  at  the 
•  time  of  advance  disclosure  (1226.6(f)). 
When  estimates  are  used,  they  should  be 
suitably  designated  as  such,  for  example,  by 
asterisks  placed  next  to  the  estimated  Infor¬ 
mation. 

The  Real  Estate  Settlement  Procedures  Act 
requires  that  Truth  In  Lending  disclosures  be 
made  at  least  12  days  before  settlement  and 
again  on  the  day  of  settlement.  While  two 
separate  disclosures  are  required.  In  those  In¬ 
stances  where  no  material  change  occurs  In 
the  information  required  to  be  disclosed,  a 
copy  of  the  Initial  disclosure  form  may  be 
used  in  satisfaction  of  the  disclosure  require¬ 
ment  on  the  day  of  settlement. 

Creditors  in  using  the  prescribed  form  may 
delete  the  numbering  system  provided;  the 
numbers  used  on  the  form  are  included  solely 
to  aid  In  relating  pertinent  instructions. 
However,  In  deleting  the  numbers  or 
In  making  any  other  adjustments  to 
the  form,  creditors  should  be  guided  by  the 
requirements  of  !  226.6(a)  to  the  effect  that 
Truth  in  Lending  disclosures  be  made  clearly, 
conspicuously,  and  In  meaningful  sequence. 
Creditors  may  also  add  signatures,  dates,  and 
acknowledgements  to  the  form. 

Item  I  \ 

Item  I  A.  is  provided  to  show  the  cash 
price  (contract  sales  price)  which  should 
equate  to  the  amount  shown  on  line  101  of 
the  settlement  cost  disclosure  portion  of  the 
combined  form  (f  226.8(c)  (1) ). 


Items  IA.l.  and  I.AJ2.  are  provided  to  show 
any  cash  downpayment  or  trade-in.  Item 
IA.3.  is  provided  to  show  the  total  amount  of 
any  downpayments  (g  226.8(c)  (2) ). 

Item  LB.  Is  provided  to  show  the  unpaid 
balance  of  the  cash  price  which  should  equal 
IA.  minus  I.A.3.  (f  226.8(c)(3)), 

Item  I.C.  is  provided  to  show  other  Items 
which  are  financed  as  part  of  the  credit  trans¬ 
action.  For  example,  property  damage  insur¬ 
ance  premiums  under  I.C.l.  are  Included  in 
the  amount  financed,  If  they  are  financed  as 
part  of  the  credit  transaction  and  the  other 
conditions  of  g  226.4(a)  (6)  are  met.  Hie 
blank  line  I.C.2.  is  intended  to  Include  simi¬ 
lar  items,  which  are  financed,  such  as  those 
listed  In  g  226.4  (b)  or  (e) .  Item  I.C .3.  Is  pro¬ 
vided  to  show  a  total  of  other  amounts  fi¬ 
nanced  (g  226.8(c)(4)). 

Item  ID.  Is  provided  to  show  the  unpaid 
balance  (the  sum  of  Item  ID.  and  I.C.) 
(g  226.8(c)  (5)). 

Item  ID.  is  intended  to  show  prepaid  fi¬ 
nance  charges  and  the  total  prepaid  finance 
charges  (gg  226.4(a) /226.8(d)  (2)/226.8(e) 
(1>>. 

'  Item  I.E.l.  is  provided  to  show  the  origina¬ 
tion  fee  or  points  paid  directly  by  the  bor¬ 
rower,  such  as  the  one  point  permitted  in 
VA  transactions. 

Item  I.E.2.  is  provided  to  show  those  loan 
discounts  or  points  paid  by  the  seller  when 
they  are  part  of  the  finance  charge  (g  226.- 
406). 

Item  ID.3.  Is  provided  to  show  the  pre¬ 
payment  of  any  accruing  Interest  charge 
on  the  contract  until  the  first  payment  is 
due.  The  blank  spaces  are  provided  to  show 
the  dates  for  which  such  interest  accrues. 
(The  dates  and  amounts  disclosed  may  fre¬ 
quently  need  to  be  estimated.) 

Item  I.E.4.  is  provided  to  show  the  pay¬ 
ment  of  mortgage  guaranty  Insurance  pre¬ 
miums,  such  as  for  FHA  or  private  mortgage 
guaranty  Insurers,  accruing  prior  to  the 
first  regular  payment. 

Item  IJ.  Is  provided  to  show  the  amount 
financed:  the  difference  between  item  ID. 
and  ID.  (gg  226.8(c)  (7) /226.8(d)  (1) ). 

Item  II 

This  item  Is  provided  to  show  the  com¬ 
ponents  of  the  finance  charge,  such  as  pre¬ 
paid  finance  charges,  and  continuing  premi¬ 
ums  for  mortgage  guaranty  insurance,  as 
well  as  to  show  the  total  amount  of  the 
finance  charge  (gg  226.4(a) /2Q6.8(d)  (S) ). 
Item  HA  provides  the  optional  disclosure  of 
the  contract  rate  of  interest  as  an  additional 
item  where  such  interest  is  computed  by  the 
application  of  a  simple  annual  rate. 


Item  III 

Item  in  A.  is  provided  to  show  the  annual 
percentage  rate  as  determined  In  aocorctance 
with  g  226.5(b).  Item  HID.  is  provided  to 
show  any  variable  Interest  rate  provisions 
(g  226.810). 

Item  IV 

This  Item  is  pro  lded  to  show  the  repay¬ 
ment  terms  (g  226.8(b)  (3) ). 

Item  V 

This  item  is  provided  to  show  the  date  on 
which  the  finance  charge  begins  to  accrue 
only  if  that  date  differs  from  the  date  of  the 
transaction  (g  226.8(b)  (1) ). 

Item  VI 

This  Item  Is  provided  for  the  disclosure  of 
any  amount  or  method  of  computing  the 
amount  of  any  default,  delinquency,  or  simi¬ 
lar  charges  payable  in  the  event  of  late  pay¬ 
ments  (§§  226.4(c) /226.8(b)  (4)  ). 

Item  VII 

This  Item  is  provided  for  the  disclosure  of 
the  consequences  of  prepayment  of  the  mort¬ 
gage  obligation;  either  (A)  or  (B)  should  be 
vised,  as  applicable. 

Item  VH  A.  Is  provided  for  the  disclosure  of 
conditions  or  penalties  charged  in  the  event 
of  prepayment  of  a  loan  on  which  Interest  Is 
computed  on  the  unpaid  principal  balance 
(g  226.8(b)  (6) ).  Should  there  be  no  penalty 
for  prepayment,  a  statement  to  that  effect 
may  be  substituted. 

Item  VII .B.  is  provided  to  Identify  the 
method  of  rebate  of  unearned  finance 
charges  In  the  event  of  prepayment  In  full 
of  Instalment  obligations  which  Include  pre¬ 
computed  finance  charges.  If  no  rebate  will 
be  made,  a  statement  to  that  effect  must  be 
included  (g  226.8(b)  (7) ). 

Item  VIII 

This  Item  Is  provided  for  the  disclosure  of 
Insurance  written  In  connection  with  the  ob¬ 
ligation,  such  as  property  damage  Insurance 
(to  be  disclosed  in  accordance  with  g  226.4 
(a)(6)),  credit  life,  accident,  or  disability 
insurance  (to  be  disclosed  in  accordance  with 
g  226.4(a)  (5) ),  and  vendor’s  single  Interest 
Insurance  (to  be  disclosed  in  accordance 
with  g  226.404). 

Item  IX 

This  item  Is  provided  to  show  any  security 
Interests  taken  In  connection  with  the  trans¬ 
action  (g  226.2 (z)  and  g  226.8(b)  (8) ). 

[FR  Doc.76-13260  Filed  6-19-75;8;45  am] 
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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  Assistant  Secretary  for  Housing 
Production  and  Mortgage  Credit — Fed¬ 
eral  Housing  Commissioner 

I  Docket  No.  N-75-311J 
REAL  ESTATE  SETTLEMENT  COSTS 
Special  Information  Booklet 

Notice  is  hereby  given  that  HUD  has 
prepared  the  booklet,  “Settlement  Costs” 
pursuant  to  Section  5(a)  of  the  Real  Es¬ 
tate  Settlement  Procedures  Act  of  1974. 
Section  5(a)  requires  HUD  to  prepare 
and  distribute  to  lenders  who  make  fed¬ 
erally  related  mortgage  loans  a  special 
information  booklet  to  better  inform  per¬ 
sons  borrowing  money  to  finance  the 
purchase  of  residential"  real  estate  con¬ 
cerning  the  settlement  process.  The 
booklet  explains  the  purpose  of  each  cost 
involved  in  a  settlement,  reproduces  and 
explains  the  standard  disclosure/settle¬ 
ment  form  required  by  sections  4  and  6  of 
the  Act,  discusses  such  abuses  as  unfair 
practices  and  unreasonable  charges,  and 
explains  choices  available  to  homebuy- 
ers  in  shopping  for  settlement  services. 

Section  5(c)  of  the  Act  requires  each 
lender  which  makes  federally  related 
mortgage  loans  to  provide  the  booklet 
to  each  person  submitting  an  application 
to  borrow  money  to  finance  the  purchase 
of  residential  real  estate.  The  lender  is 
required  to  provide  the  booklet  at  the 
time  it  receives  the  application. 

To  insure  that  each  federally  related 
mortgage  lender  has  a  sufficient  supply 
of  booklets  on  hand  on  the  effective  date 
of  the  Act,  June  20,  1975,  the  Depart¬ 
ment  will  provide  an  initial  supply  of 
booklets  for  lender  use  at  each  HUD  Area 
and  Insuring  Office  and  expects  that  the 
booklets  will  be  available  in  early  June. 
Lenders  may  pick  up  a  limited  supply 
from  these  offices  but  no  mail  or  tele¬ 
phone  orders  can  be  accommodated. 
After  this  initial  distribution,  additional 
supplies  of  the  booklet  will  be  on  sale 
through  the  Government  Printing  Office 
and  must  be  paid 'for  by  the  lender. 

This  booklet  (1)  may  be  reproduced 
and  distributed  by  lenders,  using  a  cover 
of  their  own  design  (which  may  bear 
the  name  of  the  lender) ,  without  further 
approval  by  HUD;  or  (2)  lenders  may 
print  and  distribute  booklets  approved 
by  the  Secretary  as  to  form  and  content. 
In  the  former  case,  it  is  not  permissible 
to  make  any  change,  deletion,  or  addi¬ 
tion  in  the  content  of  the  booklet  as  pre¬ 
pared  by  HUD.  Lenders  desiring  to  take 
advantage  of  the  latter  option  should  so 
request  in  writing  and  submit  proposed 
booklets  for  review  to  the  Office  of  Gen¬ 
eral  Counsel,  Department  of  Housing  and 
Urban  Development,  Room  2253,  451  7th 
Street,  SW.,  Washington,  D.C.  20410. 

A  copy  of  the  contents  of  the  booklet 
which  may  be  reproduced  by  lenders  is 
6et  forth  as  an  appendix  to  this  notice. 

David  M.  dk  Wilde, 
Acting  Assistant  Secretary  for 
Housing  Production  and 
Mortgage  Credit,  FHA  Com¬ 
missioner. 


Settlement  Costs 

—  A  HUD  GUIDE 

The  content  of  this  booklet  has  been  pre¬ 
pared,  prescribed  and  approved  by  the  OB. 
Department  of  Housing  and  Urban  Develop¬ 
ment,  as  required  by  section  5  of  the  Real 
Estate  Settlement  Procedures  Act  of  1974 
(Pub.  L.  93-533) ,  effective  on  June  20,  1975. 

This  publication  may  be  reprinted.  How¬ 
ever,  In  no  case  may  any  change,  deletion,  or 
addition  be  made  In  Its  content. 

For  sale  by  the  Superintendent  of  Docu¬ 
ments,  US.  Government  Printing  Office, 
Washington,  DC.  20402. 
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FOREWORD 

You  are  planning  to  buy  a  home.  When 
you  do,  you  will  probably  make  a  downpay¬ 
ment  and  finance  the  balance  of  the  purchase 
price  with  a  loan  secured  by  a  mortgage  on 
your  home. 

Before  you  take  possession  of  your  home, 
a  closing  or  settlement  will  occur  at  which 
ownership  of  the  property  will  be  transferred 
to  you,  and  your  obligation  to  repay  the 
mortgage  loan  will  become  effective.  The 
terms  and  conditions  of  the  loan — Interest 
rate,  monthly  payment,  and  the  repayment 
period — are  specified  in  the  documents  signed 
by  you.  These  include  a  note  evidencing  the 
loan  for  the  unpaid  purchase  price,  a  mort¬ 
gage  placing  a  lien  on  your  home,  and  other 
documents. 

In  some  States,  It  Is  the  custom  for  the 
buyer  and  seller  to  attend  the  settlement  In 
person;  in  others  It,  Is  handled  automatically 
by  an  escrow  agent  when  all  papers  and  funds 
have  been  deposited  with  him. 

At  the  closing  or  settlement,  both  you  and 
the  seller  will  have  to  pay  certain  charges 
Incident  to  transferring  title  to  real  estate 
and  obtaining  the  mortgage  loan.  These 
charges  are  called  "settlement  costs”  or 
"closing  costs". 

This  booklet  has  been  prepared  to  Inform 
you,  the  buyer,  about  the  nature  and  costs 
of  the  settlement  process.  As  required  by  law, 
this  booklet  Is  given  to  you  by  a  lending 
Institution  at  the  time  you  apply  for  a  mort¬ 
gage  loan  to  finance  the  purchase  of  a  one-  to 
four-family  residential  dwelling.  At  this 
stage,  you  have  selected  the  home  you  want 
to  buy.  You  may  have  already  reached  in¬ 
formal  agreement  with  a  seller  or  even  signed 
a  sales  contract  and  made  a  deposit  (“earnest 
money  deposit”)  Indicating  your  serious  In¬ 
tention  to  buy — a  deposit  which  could  be 
forfeited  should  you  fall  to  complete  your 
purchase. 

This  booklet  Is  Intended  to  acquaint  you 
with  the  appropriate  procedures  and  charges 
for  settlement  services  which  you  will  en¬ 
counter  In  closing  your  home  pin-chase 
transaction. 

For  answers  to  specific  questions  or  for 
Information  on  mortgage  lending  and  settle¬ 
ment  practices  In  your  locality,  you  may 
want  to  consult  a  State  or  local  consumer 
affairs  agency,  an  attorney,  a  legal  aid  society, 
or  the  local  real  estate  board. 

HOME  LOAN  FINANCING 

The  home  purchase  loan  Is  evidenced  by 
your  signature  on  a  note  or  bond,  and  the 
loan  (your  debt)  Is  secured  by  a  mortgage  (or 


deed  of  trust)  which  you  must  sign,  which 
pledges  the  home  as  security  for  repayment 
of  the  loan.  If  you  fall  to  repay  the  loan  or 
comply  with  the  terms  and  conditions  of  the 
mortgage,  the  lender  can  Initiate  foreclosure 
of  the  loan  which  would  lead  to  sale  of  your 
home  at  a  public  auction  to  satisfy  the  debt. 

In  a  home  mortgage  transaction,  you  prom¬ 
ise  to  repay  the  loan  and  Interest  in 
monthly  Installments  at  the  interest  rate  and 
over  the  period  of  time  specified  In  the 
mortgage  contract.  In  the  early  years  when 
your  debt  Is  largest,  most  of  the  monthly 
payment  goes  for  Interest.  The  amount  ap¬ 
plied  to  the  outstanding  debt  gradually  in¬ 
creases  so  that  in  the  final  years  of  the 
mortgage  most  of  the  payment  goes  to  prin¬ 
cipal  and  less  to  Interest.  This  is  known  as  an 
amortized  mortgage,  and  most  mortgages 
are  written  this  way. 

In  some  States,  the  security  Instrument 
Instead  of  being  a  mortgage  Is  a  deed  of  trust 
under  which  the  borrower  deeds  the  property 
to  a  trustee.  Normally,  the  terms  of  a  deed 
of  trust  are  substantially  the  same  as  those 
of  a  mortgage. 

Husband  and  wife  often  taken  title  to  their 
home  as  Joint  tenants  with  right  of  survivor¬ 
ship.  You  may  wish  to  seek  legal  advice  on 
this  and  other  matters.  The  manner  In  which 
you  take  title  to  the  home  you  buy  can  have 
important  income  tax,  estate  planning,  and 
other  consequences. 

disclosure/settlement  statement 

The  Real  Estate  Settlement  Procedures  Act 
of  1974  (Pub.  L.  93-533)  requires  use  of  a 
standard  form  for  advance  disclosure  of  set¬ 
tlement  costs  and  to  record  actual  charges 
Incurred  at  settlement  in  all  mortgage  trans¬ 
actions  involving  federally  related  loans. 

The  same  form  is  used  for  both  advance 
disclosure  and  settlement  and  Is  reproduced 
on  the  following  pages  to  acquaint  you  with 
it.  Settlement  cost  items  are  numbered  to 
correspond  with  the  accompanying  explana¬ 
tion  of  each  Item.  The  listing  of  these  Items 
on  the  form  does  not  Imply  that  any  par¬ 
ticular  charge  listed  is  or  should  be  made  in 
a  given  geographic  area.  Even  In  a  given  geo¬ 
graphic  area,  you  may  find  that  different 
lenders  and  providers  of  settlement  services 
vary  as  to  whether  they  make  certain  charges 
and  as  to  the  amount  of  the  charge.  You  may 
wish  to  “shop  around”. 

Some  settlement  costs  typically  are  charged 
to  the  buyer.  Others  usually  are  the  responsi¬ 
bility  of  the  seller.  Although  local  custom 
and  practices  often  dictate  which  are  the 
buyer’s  and  which  the  seller’s  costs,  there 
are  no  hard  and  fast  rules  that  apply,  and 
In  most  cases  the  buyer  and  seller  can  nego¬ 
tiate  as  to  who  will  pay  specific  settlement 
charges.  You  can  also  negotiate  with  pro¬ 
viders  of  settlement  services  as  to  whether 
each  charge  will  be  made  and  the  amount. 
You  should  be  charged  only  for  services  ac¬ 
tually  performed,  as  required  by  settlement 
practices  In  a  particular  locality. 

1.  Contract  Sales  Price.  This  is  the  price  of 
the  home  agreed  to  In  the  sales  contract 
between  buyer  and  seller. 

2.  Personal  Property.  Those  Items,  such  as 
carpets,  drapes,  or  appliances,  which  the  sell¬ 
er  transfers  with  the  home,  may  be  paid  for 
by  the  buyer  at  settlement.  When  the  sales 
contract  Is  made,  you  should  make  sure  that 
items  to  be  transferred  are  described.  The 
sales  contract  should  state  whether  such 
Items  are  Included  In  the  sales  price. 

3.  Settlement  Charges.  This  Is  the  total 
amount  of  the  settlement  charges  to  be  paid 
by  the  buyer.  These  charges  are  Itemized  on 
page  2  of  the  form. 

4,9.  Adjustments  or  Pro-rations.  These 
amounts  represent  pro-rated  adjustments  of 
certain  costs,  such  as  real  estate  taxes,  util¬ 
ities,  and  fuel.  Such  adjustments  are  often 
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made  In  order  to  pro-rate  such  costs  in  order 
to  charge  the  seller  for  the  period  he  owned 
the  property  (up  to  settlement)  and  to 
charge  the  buyer  for  the  period  after  settle¬ 
ment.  Item  4  states  amounts  for  which  the 
buyer  compensates  the  seller.  Item  9  states 
amounts  for  which  the  seller  compensates 
the  buyer.  As  an  example,  where  settlement 
occurs  October  1,  1975,  and  the  seller  has 
paid  the  real  estate  taxes  in  advance  for  the 
entire  year,  a  typical  adjustment  would  be 
for  the  buyer  to  compensate  the  seller  for 
one-fourth  of  the  real  estate  taxes  for  1975, 
that  is,  the  period  from  October  1  through 
December  31.  That  amount  would  be  shown 
at  Item  4. 

5.  Gross  Amount  Due  from  Borrower.  This 
is  the  total  amount  of  all  charges  to  the 
buyer  included  in  items  1,  2,  3,  and  4. 

6.  Deposit  or  Earnest  Money.  This  is  the 
amount  of  money  deposited  by  the  buyer 
under  the  oontract  of  sale,  usually  at  the 
time  It  was  signed. 

7.  Principal  Amount  of  Loan(s).  This  is 
the  amount  of  mortgage  money  loaned  to 
the  buyer  to  purchase  his  home. 

8.  Existing  Loan(s)  Taken  Subject  To. 
This  space  is  used  for  cases  in  which  the 
buyer  is  assuming  or  taking  title  subject  to 
an  existing  loan  or  other  lien  on  which  he 
is  expected  to  make  the  payments. 

10.  Total  Amounts  Paid  By  or  In  Behalf 
of  Borrower.  This  amount  is  the  sum  of  items 
6,  7,  8,  and  9  above  which  will  be  applied  to 
reduce  the  amount  of  charges  to  the  buyer 
in  item  5  above. 

11.  Cash  Required  From  (Payable  To)  Bor¬ 
rower.  This  is  the  total  amount  of  cash  which 
the  buyer  will  need  at  settlement  (subtract 
item  10  from  item  5) .  At  time  of  advance  dis¬ 
closure  this  is  the  estimated  amount. 

12.  Real  Estate  Broker’s  Sales  Compensa¬ 
tion.  This  charge  compensates  the  real  estate 
broker  or  brokers  for  services  involved  in 
listing  and  selling  the  property,  and  is  nor¬ 
mally  the  seller’s  obligation  to  pay.  This 
commission  or  fee  may  be  split  among  more 
than  one  broker  if  each  performed  services  in 
connection  with  the  transaction,  but  no  per¬ 
son  may  accept  any  portion,  6plit  or  per¬ 
centage  of  6uch  commission  or  fee  other  than 
for  services  actually  performed. 

13.  Loan  Origination  Fee.  This  compensates 
the  lender  for  expenses  incurred  in  originat¬ 
ing  the  loan,  preparing  documents,  and  re¬ 
lated  work.  When  such  a  fee  is  charged,  it 
is  usually  a  percentage  of  the  face  amount 
of  the  mortgage.  In  FHA-insured  or  VA- 
guaranteed  mortgage  transactions  involving 
existing  structures,  the  fee  charged  the  bor¬ 
rower  can  be  no  more  than  one  percent  of 
the  mortgage  amount.  For  example,  if  you 
are  approved  for  a  VA-guaranteed  loan  of 
$30,000,  the  origination  fee  charged  to  you 
may  not  exceed  $300.  However,  when  the 
lender  makes  inspections  and  partial  dis¬ 
bursements  during  construction  of  a  new 
home,  both  FHA  and  VA  permit  a  higher  orig¬ 
ination  fee,  but  not  more  than  2  Vi  %  for 
FHA-insured  loans  or  2%  for  VA-guaranteed 
loans.  The  Farmers  Home  Administration 
does  not  permit  a  loan  origination  fee. 

14.  Loan  Discount  Points.  Discounts  or 
“points”  are  a  one-time  charge  made  by  the 
lender  to  increase  its  yield  (the  effective  in¬ 
terest  return  or  Income)  on  the  mortgage 
loan.  Each  “point”  is  one  percent  of  the  mort¬ 
gage  amount. 

In  FHA  and  VA  transactions,  the  buyer 
may  not  be  charged  a  discount  by  the  lender, 
hut  the  seller  may  volunteer  to  pay  points 
in  order  to  help  the  buyer  obtain  financing. 
For  example,  if  a  lender  charges  4  points 
on  an  FHA-insured  loan  of  $30,000,  thin 
amounts  to  a  discount  of  $1,200.  You,  the 
buyer,  may  pay  only  the  loan  origination  fee 
described  In  note  13  if  it  is  a  VA  or  FHA 
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transaction.  Discounts  are  not  permitted  on 
Farmers  Home  Administration  loans. 

15.  Appraisal  Fee.  This  charge  compensates 
the  lender  for  a  property  appraisal  made  by 
an  Independent  appraiser  or  by  a  member  of 
the  lender’s  staff. 

16.  Credit  Report.  The  buyer’s  credit  his¬ 
tory  is  often  obtained  by  the  lender  and  a 
charge  paid  to  a  credit  bureau  for  ascertain¬ 
ing  the  status  of  the  buyer’s  credit  may  be 
collected,  usually  from  the  buyer. 

17.  Lender’s  Inspection  Fee.  This  charge 
covets  only  inspections  made  by  personnel  of 
the  lending  institution  at  its  discretion.  Pest 
or  other  inspections  made  by  companies  other 
than  the  lender  are  described  in  note  31. 

18.  Mortgage  Insurance  Application  Fee. 
This  covers  the  cost  of  an  FHA  or  VA  ap¬ 
praisal,  which  in  an  FHA  loan  is  Included  in 
a  mortgage  Insurance  application  fee.  For 
conventional  loans  it  may  cover  application 
fees  when  charged  by  private  mortgage  in¬ 
surers.  In  the  case  of  an  FHA-insured  mort¬ 
gage,  the  amount  of  this  charge  is  set  by  HUD 
Regulations  and  may  be  charged  to  the  buyer. 
The  buyer  in  a  VA-guaranteed  loan  may  not 
be  charged  an  appraisal  fee  unless  Identified 
by  name  in  the  request  for  VA’s  appraisal. 

19.  Assumption  Fee.  In  a  case  where  the 
buyer  assumes  the  seller’s  existing  mortgage 
on  the  property,  the  lender's  charges  for 
processing  the  assumption  are  entered  here. 

20.  Prepaid  Interest.  This  charge  covers 
interest  which  will  accrue  from  the  date  of 
settlement  to  the  beginning  of  the  period 
covered  by  your  first  monthly  payment.  For 
example,  if  your  mortgage  payment  is  due 
on  the  1st  of  each  month,  but  settlement 
occurs  on  April  20,  the  prepaid  interest  at 
settlement  will  cover  the  period  from  April  20 
to  April  30  if  your  first  monthly  mortgage 
payment  is  due  on  June  1st.  Thus  your 
June  1  payment  will  not  have  to  include  an 
extra  amount  of  interest  for  the  period  before 
May  1. 

21.  Prepaid  Mortgage  Insurance  Premium. 
This  is  the  portion  of  the  premium  prepaid 
by  the  buyer  at  settlement  for  mortgage  in¬ 
surance.  This  type  of  insurance  is  required 
when  FHA  or  a  private  mortgage  insurance 
company  covers  the  lender  against  loss  if  the 
buyer  fails  to  meet  the  mortgage  obligation. 
Mortgage  insurance  premiums  are  required 
for  all  FHA-insured  loans  (but  not  for  VA 
loan  guarantees),  and  may  be  required  on 
a  conventional  loan. 

This  type  of  Insurance  should  not  be  con¬ 
fused  with  mortgage  life,  credit  life,  or  dis¬ 
ability  Insurance  designed  to  pay  off  a  mort¬ 
gage  in  the  event  of  physical  disability  or 
death  of  the  borrower.  Such  Insurance  Is 
available  but  usually  not  required  by  lenders. 

22.  Prepaid  Hazard  Insurance  Premium. 
This  is  the  portion  of  the  premium  prepaid 
by  the  buyer  at  settlement  for  purchase  from 
a  private  company  of  Insurance  against  loss 
due  to  fire,  windstorm,  and  natural  hazards. 
This  coverage  may  be  Included  in  a  Home- 
owners  Policy  which  Insures  against  pos¬ 
sible  additional  risks,  such  as  personal  liabil¬ 
ity  and  theft. 

A  hazard  insurance  or  homeowner’s  policy 
does  not  protect  you  against  loss  caused  by 
flooding.  In  special  flood-prone  areas  identi¬ 
fied  by  HUD,  you  must  carry  flood  insurance 
on  your  home.  Such  Insurance  may  be  pur¬ 
chased  at  low  federally  subsidized  rates  in 
communities  eligible  under  the  National 
Flood  Insurance  Act.  Contact  a  local  hazard 
Insurance  agent  concerning  eligibility  in  your 
case. 

23.  Reserves  Deposited  with  Lender.  These 
funds  are  placed  by  the  buyer  In  an  “es¬ 
crow”  or  “Impound”  account  maintained  by 
the  lender  to  assure  an  adequate  accumula¬ 
tion  of  funds  to  meet  charges  for  real  estate 
taxes  and  hazard  Insurance  when  they  be¬ 
come  due;  and  also,  If  applicable,  for  mort¬ 
gage  Insurance,  annual  assessments,  home- 
owners’  association  fees,  or  flood  Insurance. 


(These  reserves  are  explained  In  more  detail 
later.) 

These  reserves  may  be  held  in  non-interest 
bearing  accounts.  However,  certain  States  now 
require  lenders  to  pay  interest  on  this  money, 
and  lenders  in  other  States  may  be  willing 
to  do  this  voluntarily. 

24.  Settlement,  Closing,  or  Escrow  Fee.  This 
charge  may  be  made  for  handling  and  super¬ 
vising  the  settlement  transaction.  The  set¬ 
tlement  may  be  conducted  by  the  lender,  a 
real  estate  broker,  a  title  company  in  some 
States,  an  escrow  agent  In  some  States,  or  an 
attorney.  The  seller  and  buyer  may  negotiate 
regarding  who  pays  or  whether  the  charge  is 
shared  between  them.  The  amount  of  the 
charge  may  be  negotiated  with  the  pro¬ 
vider  of  the  service.  In  a  VA-guaranteed 
loan,  this  fee  cannot  be  charged  to  the  buyer 
when  the  buyer  is  assessed  the  1%  origina¬ 
tion  fee. 

25.  Title  Charges.  These  charges  cover  the 
costs  of  title  search  and  examination  of 
public  records  of  previous  ownership  and 
sales  to  establish  the  right  of  the  seller  to 
convey  the  property  to  the  buyer.  A  search 
and  examln&tlon  are  performed  to  determine 
whether  the  seller  has  good  title  to  the  prop¬ 
erty  that  he  can  transfer  to  the  buyer,  and  to 
disclose  any  matters  on  record  that  could 
adversely  affect  the  buyer,  the  lender,  or 
others  with  an  Interest  in  the  property.  Ex¬ 
amples  of  these  problems  are  unpaid  mort¬ 
gages,  Judgment  of  tax  liens,  a  power  line 
easement  or  a  road  right-of-way  that  could 
limit  use  and  enjoyment  of  the  real  estate 
by  the  buyer. 

In  some  parts  of  the  nation,  a  title  search 
customarily  takes  the  form  of  an  "abstract”, 
which  is  a  compilation  including  copies  of 
pertinent  documents  that  provides  a  con¬ 
densed  history  of  property  ownership  and 
related  matters.  In  other  places,  title  searches 
are  performed  by  extracting  related  informa¬ 
tion  from  the  public  record  without  assem¬ 
bling  abstracts.  Either  way,  it  then  is  neces¬ 
sary  for  an  expert  examination  to  be  made  of 
the  evidence  accumulated  in  the  search  in 
order  to  determine  status  of  title  as  shown 
by  the  public  record. 

Depending  on  local  custom,  title  examina¬ 
tions  normally  are  made  by  attorneys  or  title 
company  employees.  Through  a  title  search 
and  examination,  land  title  problems  of 
record  are  disclosed  in  advance  so  they  can 
be  cleared  up,  when  possible,  before  a  trans¬ 
action  is  completed. 

26.  Notary  Fees.  This  charge  may  be  made 
for  the  services  of  a  notary  in  authenticating 
signatures  to  the  various  documents  in  the 
transaction.  In  a  VA-guaranteed  loan,  this 
fee  cannot  be  charged  to  a  buyer  in  the  event 
the  buyer  is  charged  a  1%  origination  fee. 

27.  Attorney’s  Fees.  These  include  charges 
which  the  lender  may  require  the  buyer  to 
pay  for  legal  services  to  the  lender  in  con¬ 
nection  with  the  transaction.  The  buyer 
should  not  assume  that  he  is  represented 
by  an  attorney  hired  by  the  lender  who  pre¬ 
pares  the  documents  and  handles  the  settle¬ 
ment.  In  a  VA-guaranteed  loan,  this  lender’s 
attorney  fee  cannot  be  charged  if  the  buyer 
is  charged  the  1%  origination  fee. 

The  buyer  and  seller  may  each  retain  at¬ 
torneys  to  represent  them  and  may  pay  the 
fees  at  the  settlement,  in  which  case  these 
fees  also  appear  on  this  part  of  the  form. 

In  some  States,  attorneys  provide  bar- 
related  title  insurance  as  part  of  their  serv¬ 
ices  to  the  buyer  for  transfer  of  title.  The 
attorney’s  fee  in  this  case  may  Include  the 
title  insurance  premium. 

28.  Title  Insurance.  A  one-time  premium 
may  be  charged  at  settlement  for  a  policy 
which  protects  the  lender’s  interest  in  the 
property  against  land  title  problems  includ¬ 
ing  those  that  might  not  be  disclosed  by  a 
title  search  and  examination.  Whether  the 
buyer  or  seller  pays  for  this  varies  with  local 
custom. 
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The  buyer  must  request  and  pay  for  an 
additional  owner's  policy  If  he  wants  this 
protection  for  his  Interest  In  the  property. 
There  are  many  areas  where  an  owner's  pol¬ 
icy  can  be  obtained  at  a  modest  additional 
charge  11  Issued  simultaneously  with  a  lend¬ 
er’s  policy.  In  some  areas,  the  seller  pays 
for  the  owner's  title  Insurance  policy. 

29.  Government  Transfer  Taxes  and 
Charges.  The  fees  and  taxes  In  this  section 
are  generally  levied  by  State  and/or  local 
governments  when  property  changes  hands 
or  when  a  mortgage  loan  Is  made.  Depending 
on  local  custom,  these  charges  may  be  paid 
by  the  buyer,  seller,  or  otherwise  spilt  be¬ 
tween  them. 

30.  Survey.  The  lender  or  a  party  to  the 


transaction  may  require  a  survey  showing 
the  precise  location  of  the  house  and  lot 
lines. 

31.  Inspections.  This  part  of  the  form  re¬ 
cords  charges  for  various  Inspections  re¬ 
quired  by  the  lender  or  a  party  to  the  trans¬ 
action,  such  as  those  for  termite  and  other 
pest  Infestation.  In  a  VA-guaranteed  loan, 
the  buyer  may  not  be  charged  for  the  pest 
inspection. 

There  may  also  be  pre-sale  Inspections  for 
the  buyer’s  benefit  to  evaluate  heating, 
plumbing,  and  electrical  equipment  and 
overall  structural  soundness.  The  charge  for 
such  an  inspection  may  Include  a  fee  for 
insurance  or  warranty  services  to  back-up 
the  inspection. 


U.».  DEPARTMENT  OP  HOUSING  AND  URBAN  DEVELOPMENT 

PIJCLO SURE/SETTLEMENT  STATEMENT 


S.  TYPE  OF  LOANi 


.  CJ  EH  A  2.173  FNMA  E.I7D  CONV.  UNINS. 

.  17  •  VA  [77  CONV.  INL _ 


(.  File  number 


7.  LOAN  NUMBER 


II  the  Truth- in- Lending  Act  epplies  lo  this  transaction,  a  Truth- in- Lending  ••  nonto.  ins.  case  no. 
statement  is  attached  as  p age  3  of  this  form. 

O  NOTE,  This  fora  is  l  urn  is  he  d  to  you  p<ioi  to  settlement  to  give  you  infoimatron  about  yum  settlement  costs,  and  again  after 
settlement  to  show  the  actual  costs  you  have  paid.  The  present  copy  of  the  fore  is: 

CU  ADVANCE  DISCLOSURE  OF  COSTS.  Some  Items  are  estimated,  and  are  marked  "(e)".  Some  amounts  may  change  if 
the  settlement  is  held  on  a  date  other  than  the  date  estimated  below.  The  preparer  of  this  form  is  not  responsible  for  errors 
ot  changes  in  amounts  furnished  by  others. 

mi  STATEMENT  OF  ACTUAL  COSTS.  Amounts  paid  to  and  by  the  settlement  agent  are  shown.  Items  marked  'Yp.e.e./* 

were  paid  outside  the  closing:  they  are  shown  here  for  informational  number;  and  air  not  ini-lnitfi . 

o.  NAME  OP  BORROWER  |  6.  SELLER  |E.  LENDER 


<L  PROPERTY  LOCATION 


H.  SETTLEMENT  AOENT 


PLACE  OF  SETTLEMENT 


LOAM  COMMITMENT 


SETTLEMENT 


ADVANCE  DISCLOSURE 


OATS  OP  PRO  RATIONS  IP 

OIPPERMT  FROM  SETTL» 
MINT 


J.  SUMMARY  OF  BORROWER'S  TR 

ANSACTION 

X.  SUMMARY  OF  SELLER'S  TRANSACTION 

1 100.  CROSS  AMOUNT  DUE  PROM  BORROWER* 

400.  CROSS  AMOUNT  DUE  TO  SELL  Em 

401.  Contract  soles  price 

101.  Contract  soles  price 

402.  Personal  property 

102.  Personal  property  —  T  1j 

401 

101  Selllencnt  charges  lo  borrower 

f/roM  lime  1KO.  Scetioe  LI  M  JS 

4(M.  T  " 

Bents  lor  Items  paid  by  seller  fa  odvonca: 

104. 

105. 

405.  City/towa  taxes  fo 

^ _ 

406.  County  tuxes  to 

407.  Assessment.  to 

1  >06.  City/ town  taxes  te 

408.  to  ' 

[  107.  County  taxes  to 

409.  I. 

L  108,  Assessments  te  ( 17h 

410.  t. 

\  109.  to  rW 

411.  to 

P 110.  to  \ 

420.  CROSS  AMOUNT  DUE  TO  SELLER 

111.  to 

112.  to  ) 

NOTE:  The  lollowini  500  and  6 00  series  sections  an  not 
required  lo  he  completed  when  this  (arm  is  used  far  advance 
disclosure  of  settlement  caste  prior  to  settlement. 

120.  CROSS  AMOUNT  DUE  PROM  BORROWERS  {$) 

200.  AMOUNTS  PAID  ET  OR  tN  BEHALF  OP  BORROWER, 

500.  REDUCTIONS  IN  AMOUNT  DUE  TO  SELLER! 

501.  Payoff  of  first  mortgage  loon 

201.  Deposit  or  earnest  money  _  (Q.J 

501  Payoff  of  second  mortgage  loo. 

1202.  Principal  emount  of  new  loonts)  Ct) 

1203.  Existing  leon(s)  lake.  subject  to 

po«. 

J/Rs 

(Iren  Use  1*00.  Seelies  LI 

rH© 

504.  Existing  loanfs)  token  subject  to 

m _  s — 

Credit*  to  borrower  lor  Items  unpaid  by  seller:'' 

_ 

505. 

506. 

1  20fl.  City/town  taxes  to 

_ 

507. 

1  207.  County  taxes  to  1  — 

508. 

_ ?08.  Assessments _ to _ V  (fj\ 

m _ 

1  209.  to 

r\y 

1  210.  to 

Credit*  to  Wnnir  for  Items  unpaid  by  seller? 

211.  to 

510.  City/town  lores  to 

1  2U-  »° 

511.  Coenty  taxes  to 

^20  TOTAL  AMOUNTS  F Alp  BY  OR  IN  BEHALF  0^^ 

513.  to 

[300.  CASH  AT  SETTLEMENT  REQUIRED  FROM  ORFAYABLB 

TO  BORROWER. 

514.  t. 

515.  to 

pOl.  Cross  amount  dun  from  borrower 
(from  Use  130) 

520.  TOTAL  REDUCTIONS  IN  AMOUNT  DUE  TO  SELLER: 

600.  CASH  TO  SELLER  FROM  SETTL  EM  ENTs 

302.  Ltu  omeoats  paid  by  ar  In  behalf  of  borrower 

(from  tins  230) 

(  > 

601,  Grass  omount  duo  to  sollor 
(from  line  420 ) 

(  ) 

JM.  Cain  o  Rtourxco  PBoaU  or 

Of  ay  A  ELS  TIV  SOW  ROVE  A  \J  ly 

i 

601  CASM  TO  SILLER  PROM  SETTLEMENT 

MUD-1  IWi* 
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L.  settlement  CHARGES 

PAID  FROM 
BORROWER'S 
FUNDS 

PAID  PROM 
MIACR'S 
FUNDS 

.  700.  SALES'RROXER'S  COMMISSION  tnHoHa  $  1  % 

701  T«to1  commission  paid  by  it  tier 

Oirision  of  commission  «s  follows:  .  B1W( 

HI.  S  «• 

iiii! 

703.  $  '»• 

794. 

609.  ITEMS  PAYABLE  IN  CONNECTION  KITH  LOAN. 

80 J.  Appraisol  Fee  to  - 

SCi.  Gedit  Report  to  ~  _ 

$f/5.  Lender'*  inspection  fee 

Ws. 

a:>. 

81> 

«u. 

900.  ITEMS  REQUIRED  BY  LENDER  TO  BE  PAID  IN  ADVANCE 

001.  klereit  Iran  to  » S  /  Jcr 

902.  Mortgage  insurance  premium  for  mo.  to 

901  Hazard  insurance  premium  for  yrs.  to 

90S.  nr*,  to 

905. 

1000.  RESERVES  DEPOSITED  WITH  LENDER  FOR: 

1001.  Hazard  insurance  mo.  §5  /mo. 

1002  Mortgoge  insurance  mo.  /  mo. 

•  1003.  City  property  tones  no.  /mo. 

1004.  Cowily  properly  tone*  me.  /  mo. 

1005.  Annual  assessments  mo.  0$  /  mo. 

1006.  mo.  OS  /me. 

1008..  mo.  iS  /mo. 

1100.  TITLE  CHARGES: 

llOL  Settlement  or  closing  fee  to 

1102.  Abstract  c r  title  search  to 

1103.  Yitle  examination  to 

1104.  Till*  insurance  binder  to 

1105.  Document  preparation  to 

1106.  Notary  fees  to 

1107.  Attorney’s  Fees  to 

(includes  above  items  A’a.r  J 

1108.  Title  insurance  to 

( includes  above  if. ms  No.:  ( 

Sgj'ffggjijgrig; 

1109.  Leader's  coverage  5 

UlO.  Owner's  coveroae  $ 

mi. 

1112. 

1.13. 

I2M.  GOVERN*  ENT  RECORDING  AND  TRANSFER  CHARGES 

1201.  Recording  fees:  Deed  $  ;  Mortgoge  $  Releases  $ 

1390.  ADDITIONAL  SETTLEMENT  CHARGES 

1301.  Survey  IP 

1303.  J — 

“1*4. 

1395. 

1406.  TOTAL  SETTLEMENT  CHARGES  lesUreJ  m  tier*  103  sel  503.  Srrlinet  !  wed  Kl 

NOTE:  Under  certain  circumstances  the  borrower  end  seller  may  be  permitted  to  wait w  the  Id-day  period  which  must  normally 
ocotr  between  advance  disclostxe  and  settlement.  In  the  erent  such  a  waivtt  is  made,  copies  of  the  statements  ol  waiver, 
executed  ns  provided  in  the  regulations  of  the  Dcivirtment  of  Housing  and  Urban  Development,  shall  be  attached  to  and  made  0 
port  ol  this  form  when  the  form  is  used  as  a  settlement  Statement. 

HUD- 1  (5-7S» 


ADVANCE  DISCLOSURE 

The  Settlement/Dlscloeure  Statement 
itemizes  each  settlement  cost  charged  to 
the  buyer  and  each  charged  to  the  seller. 
Advance  disclosure  serves  a  two-fold  pur¬ 
pose:  (1)  To  provide  notice  of  the  cash  you 
will  need  at  settlement  and  (2)  to  make  pos¬ 
sible  “comparison  shopping”  of  settlement 
charges  so  that  you  can  arrange  terms  most 
favorable  to  you.  If  you  don’t  “shop  around” 
you  will  not  save  money  If  the  same  services 
are  offered  elsewhere  for  less. 

It  la  Important  to  realize  that  advance  dis¬ 
closure  provides  for  earlier  and  more  system¬ 
atic  Information  about  the  costs  of  the  set¬ 


tlement  transactions  but  does  not  affect  any 
contractual  agreement  which  may  already 
have  been  made  between  buyer  and  seller. 
Try  to  obtain  as  much  of  this  Information 
as  possible  prior  to  signing  a  sales  contract 
for  the  house  you  Intend  to  buy.  Or,  If  the 
seller  Is  agreeable,  you  may  want  to  make 
the  sales  contract  contingent  upon  your  ap¬ 
proval  of  the  advance  disclosure  statement. 
Once  you  have  signed,  you  may  not  be  able 
to  rescind  the  contract  In  the  event  that  you 
are  dissatisfied  with  some  aspect  of  the 
transaction  revealed  by  disclosure.  It  Is  in 
your  Interest  to  oondltlon  your  purchase 
contract  on  your  ability  to  obtain  a  mort¬ 
gage  loan  on  specified  terms. 


The  law  requires  the  lender  to  give  you  a 
copy  of  the  completed  advance  disclosure 
statement  at  the  time  of  loan  commitment. 
In  most  circumstances  this  should  be  not 
later  than  12  calendar  days  before  the  settle¬ 
ment  date.  Normally,  the  loan  commitment 
and  advance  disclosure  occur  several  weeks 
prior  to  settlement.  In  the  case  of  a  long¬ 
term  commitment,  such  as  that  obtained  by 
a  buyer  of  a  new  home  under  construction, 
disclosure  should  be  made  shortly  after  sign¬ 
ing  the  contract  to  buy  the  house.  Typically, 
this  might  be  In  the  range  of  60  to  90  days 
before  settlement. 

If  the  exact  cost  of  any  settlement  service 
Is  not  known  In  time  to  meet  the  deadline, 
the  lender  must  provide  a  good  faith  estimate 
of  the  charge. 

Lenders  are  prohibited  from  charging  a 
specific  fee  for  the  preparation  and  submis¬ 
sion  of  disclosure  and  settlement  costs  state¬ 
ments  or  for  the  information  they  must  pro¬ 
vide  under  the  Truth  In  Lending  Act. 

If  your  circumstances  are  such  that  you 
want  to  settle  and  take  title  to  your  new 
home  before  the  lender  can  meet  his  12 -day 
advance  disclosure  deadline,  you  may  sign  a 
waiver  of  that  requirement.  Advance  dis¬ 
closure  Is  Intended  to  protect  your  Interests, 
not  hamper  or  delay  your  plans,  so  you 
should  carefully  consider  before  signing  a 
waiver.  Even  If  you  agree  to  waive,  HUD 
Regulations  require  the  lender  to  provide  the 
disclosure  statement  to  you  at  least  three 
days  prior  to  the  date  of  settlement. 

Except  In  the  case  of  a  waiver,  the  lender 
must  meet  the  advance  disclosure  require¬ 
ment  or  be  liable  to  you  for  actual  damages 
or  $500,  whichever  Is  greater.  If  court  action 
is  necessary  to  enforce  this  liability,  the 
lender  may  be  ordered  to  pay  court  costs  and 
your  attorney’s  fees  as  set  by  the  court  If  the 
lender  loses  the  case.  You  would  pay  at¬ 
torney’s  fees  In  the  event  that  you  lose  the 
case.  A  lender  will  not  be  held  liable  for  a 
violation  If  he  can  show  that  it  was  not  In¬ 
tentional  and  resulted  from  a  bona  fide  error 
in  spite  of  maintenance  by  the  lender  of  pro¬ 
cedures  adopted  to  avoid  such  error. 

UNFAIR  PRACTICES  AND  UNREASONABLE  OR 
UNNECESSARY  CHARGES  TO  AVOID 

A  principal  finding  of  Congress  In  the  Real 
Estate  Settlement  Procedures  Act  of  1974  Is 
that  consumers  need  protection  from  “•  •  • 
unnecessarily  high  settlement  charges  caused 
by  certain  abusive  practices  that  have  de¬ 
veloped  In  some  areas  of  the  country."  The 
potential  problems  discussed  below  may  not 
be  applicable  to  most  loan  settlements,  and 
the  discussion  Is  not  Intended  to  deter  you 
from  buying  a  home.  Most  professionals  In 
the  settlement  service  businesses  will  give 
you  good  service.  Nevertheless,  you  may  save 
yourself  money  or  worry  by  keeping  the  fol¬ 
lowing  considerations  In  mind. 

A.  Illegal  Practices.  Practices  specifically 
prohibited  by  this  Act  fall  Into  two  cate¬ 
gories: 

1.  Kickbacks.  Kickbacks  and  referral  of 
business  for  gain  most  often  are  tied  to¬ 
gether,  so  the  law  prohibits  anyone  from  giv¬ 
ing  or  taking  a  fee,  kickback,  or  anything  of 
value  under  an  agreement  that  business  re¬ 
lated  to  real  estate  settlements  will  be  re¬ 
ferred  to  a  specific  person  or  organization. 

This  requirement  does  not,  of  course,  pre¬ 
vent  agents  for  lenders  and  title  companies, 
attorneys,  or  others  actually  performing  a 
service  In  connection  with  the  mortgage 
loan  or  settlement  transactions,  from  receiv¬ 
ing  compensation  for  their  work. 

The  prohibition  Is  aimed  primarily  at 
eliminating  the  kind  of  arrangement  In 
which  one  party  agrees  to  return  part  of  hie 
fee  In  order  to  obtain  a  volume  of  business 
from  the  referring  party.  The  danger  la  that 
some  settlement  fees  can  be  Inflated  to  cover 
this  additional  party,  resulting  In  a  higher 
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total  cost  to  you.  For  example,  a  title  com¬ 
pany  might  pay  a  fee  to  another  party  for 
bringing  It  title  Insurance  business  even 
though  the  other  party  performs  no  work 
and  provides  no  service  In  connection  with 
Issuance  of  the  title  insurance  policy.  As 
another  example,  a  lawyer  might  give  a  part 
of  his  fee  to  another  party  to  the  transaction 
in  exchange  for  the  referral  of  business. 

It  is  also  Illegal  to  charge  or  accept  a  fee 
or  portion  thereof  other  than  for  services 
actually  performed. 

There  are  criminal  penalties  of  both  fine 
and  Imprisonment  for  any  violation  of  these 
provisions  of  law.  There  are  also  provisions 
for  you  to  recover  three  times  the  amount  of 
the  fee  Involved  or  a  portion  thereof.  In  any 
successful  action  to  enforce  your  right,  the 
court  may  award  you  court  costs  together 
with  a  fee  for  your  attorney. 

2.  Title  Companies.  Another  abuse  pro¬ 
hibited  by  law  is  any  requirement  by  the 
home  seller  that  title  insurance  be  purchased 
from  a  particular  company.  Under  the  law, 
sellers  may  not  require,  as  a  condition  of 
sale,  that  title  Insurance  be  purchased  by 
the  buyer  from  any  particular  title  company. 
A  violation  would  make  the  seller  liable  to 
you  in  an  amount  equal  to  three  times  all 
charges  made  for  the  title  Insurance. 

B.  Choices  Open  to  the  Buyer  and.  Other 
Points  to  Remember.  Because  the  various 
parties  to  the  settlement  transaction  have 
different  interests,  there  will  be  many  steps 
in  the  process  of  buying  a  home  which  call 
for  caution  on  your  part.  As  a  home  buyer, 
you  have  a  number  of  choices  open  to  you 
concerning  settlement  costs  and  services. 
Some  points  to  keep  In  mind  are : 

1.  Understand  The  Role  of  the  Real  Estate 
Broker.  Although  the  real  estate  agent  or 
broker  usually  provides  helpful  advice  to 
you  on  many  aspects  of  home  buying  and 
may  in  some  areas  supervise  the  settlement, 
he  normally  serves  as  agent  of  the  seller. 
While  the  real  estate  licensing  laws  of  most 
States  require  that  the  broker  treat  both 
buyer  and  seller  fairly,  you  should  not  ex¬ 
pect  the  broker  to  represent  your  interests 
to  the  exclusion  of  those  of  the  seller. 

The  broker’s  basic  objectives  are  to  obtain 
a  signed  contract  of  sale  which  properly  ex¬ 
presses  the  agreement  of  the  parties  and  to 
complete  the  sale  and  earn  a  commission  or 
fee.  Before  you  sign,  make  sure  that  the  sales 
contract  correctly  expresses  your  agreement 
with  the  seller  on  such  Important  details  as 
method  of  paying  the  sales  price  of  the  home, 
the  time  set  for  your  move-ln,  and  the  status 
of  fixtures  and  other  personal  property  in  the 
home. 

A  broker  may  recommend  that  you  deal 
with  a  particular  lender,  title  company,  at¬ 
torney,  or  provider  of  settlement  services. 
Although  this  recommendation  may  be  based 
on  the  broker’s  up-to-date  knowledge  of 
rates  and  quality  of  service,  you  should  feel 
completely  free  to  consider  alternatives,  com¬ 
pare  rates  and  fees,  and  make  your  own 
decision  on  these  matters. 

It  is  up  to  you  to  review  the  documents 
carefully.  Although  the  broker  may  offer 
helpful  advice,  keep  in  mind  that  you  are 
the  one  who  to  spending  the  money  to  buy 
a  home  and  are  entitled  to  a  full  understand¬ 
ing  of  the  costs.  The  broker’s  principal  in¬ 
terest  at  settlement  is  to  get  the  transaction 
closed  and  his  fee  or  commission  disbursed. 

2.  Settlement  attorneys,  escrow  and  closing 
agents.  In  some  parts  of  the  country,  settle¬ 
ments  are  often  conducted  by  attorneys  who 
specialize  in  real  estate  transactions.  In  other 
parts  of  the  country,  the  settlement  may  be 
conducted  by  an  escrow  or  closing  agent  or 
by  the  lender  or  broker.  Their  primary  con¬ 
cern  Is  orderly  completion  of  all  the  details 
called  for  in  the  sales  contract  and  in  the 
mortgage  commitment. 


Because  mortgage  lenders,  unlike  borrow¬ 
ers,  go  through  settlement  often,  they  often 
will  not  be  present  at  the  settlement,  pre¬ 
ferring  to  spell  out  in  detail  in  a  letter  of 
Instruction  to  the  person  conducting  the 
closing  that  which  they  expect  to  be  done 
before  loan  funds  can  be  released. 

You,  the  buyer,  will  not  have  a  letter  of 
Instructions.  You  will  be  asked  at  settlement 
to  make  a  number  of  decisions  in  areas  with 
which  you  may  have  had  little  previous  ex¬ 
perience. 

Before  settlement,  you  should  ask  the 
broker,  the  settlement  attorney,  or  an  attor¬ 
ney  retained  by  you  what  questions  will  prob¬ 
ably  come  up.  Write  them  down  so  that  you 
may  have  time  to  think  about  decisions  that 
are  important  to  you. 

Settlement  attorneys  do  not  mind  answer¬ 
ing  your  questions — that  is  a  part  of  their 
Job — but  at  the  same  time  they  may  not  in¬ 
vite  questions.  If  you  have  doubts,  ask  ques¬ 
tions.  Don’t  let  anyone  rush  you.  There  are 
likely  to  be  lengthy  documents  to  sign  at  set¬ 
tlement.  If  you  or  your  attorney  asks,  you 
can  usually  get  copies  of  the  forms  in  ad¬ 
vance. 

8.  Legal  representation.  If  you  feel  unfa¬ 
miliar  or  unsure  with  real  estate  settlements, 
and  many  people  do,  consider  hiring  your  own 
attorney  to  represent  you.  If  you  hire  an  at¬ 
torney,  be  certain  that  there  is  a  clear  under¬ 
standing  in  advance  about  what  services  he 
is  to  perform  and  what  his  fee  will  be  for 
those  services.  Some  will  quote  a  flat  fee, 
others  an  hourly  rate  or  one  based  on  a  per¬ 
centage  of  the  sales  price.  The  Important 
point  is  that  you  should  know  in  advance 
how  much  you  should  expect  to  pay  for  his 
services.  If  you  do  not  know  an  attorney  who 
is  well  versed  in  real  estate  transactions, 
many  local  bar  associations  may  be  able  to 
refer  you  to  one  who  is. 

4.  Discuss  with  lenders  their  requirements 
for  settlement  services.  The  lender’s  legiti¬ 
mate  business  interest  is  in  making  a  loan  on 
terms  which  will  provide  a  good  yield  with 
little  risk.  In  selecting  a  lending  Institution, 
ask  about  requirements  for  property  surveys, 
appraisals,  escrows  for  taxes  and  insurance, 
and  other  settlement  services.  You  may  com¬ 
pare  these  requirements  with  those  of  other 
lenders. 

Some  lenders  will  give  you  the  discretion 
to  shop  among  different  providers  of  settle¬ 
ment  services.  But,  most  lenders  deal  regu¬ 
larly  with  certain  title  companies,  attorneys, 
appraisers,  surveyors  or  others  in  whom  they 
have  confidence,  and  usually  want  to  arrange 
for  provision  of  all  settlement  services 
through  these  parties  as  a  convenience  to  the 
buyer  and  lender.  If  you  wish  to  bargain  di¬ 
rectly  to  reduce  rates  for  settlement  services, 
discuss  this  with  various  lenders. 

Remember  to  compare  also  the  mortgage 
Interest  rates  and  other  mortgage  terms 
quoted  by  different  lenders.  A  lender  may 
gain  through  higher  mortgage  Interest  over 
the  repayment  term  what  it  gives  up  at  the 
“front  end’’  in  reducing  requirements  for 
loan  orglnation  fees,  discount  points  and 
other  one-time  charges  which  must  be  paid 
in  cash  at  settlement.  Other  features  of 
available  loans  should  also  be  compared  as 
you  shop. 

Feel  free  to  select  a  lender  other  than  the 
one  recommended  by  the  broker  or  seller.  It 
is  entirely  possible  that  you  may  find  financ¬ 
ing  which  is  more  advantageous  to  you. 

5.  Title  insurance  required  by  the  lender 
protects  the  lenders.  You  may  buy  a  separate 
owner’s  title  insurance  policy  for  your  own 
protection.  Title  Insurance  is  often  required 
to  protect  the  lender  against  loss  if  a  flaw 
in  title  is  not  found  by  the  title  search  made 
when  a  home  is  purchased.  The  lender’s  title 
Insurance  policy  will  be  paid  for  by  you  or  by 
the  seller  according  to  local  custom  or  the 
sales  contract. 


You  and  the  lender  have  different  inter¬ 
ests  in  the  property  you  are  buying,  and 
there  are  many  kinds  of  title  defects  that 
can  trouble  you  without  creating  problems 
for  the  lender.  You  may  buy  a  separate 
owner’s  title  Insurance  policy  for  your  own 
protection  in  areas  where  this  policy  is  not 
furnished  by  the  seller  as  a  matter  of  cus¬ 
tom. 

6.  Try  to  minimize  the  performance  and 
cost  of  repetitive  or  excessive  settlement  re¬ 
quirements.  Some  settlement  costs  are 
beyond  your  control,  such  as  government 
transfer  charges.  Other  items  may  be  nego¬ 
tiable,  however,  such  as  certain  services 
which  the  lender  requires  but  which  you  pay 
for. 

a.  Title  search.  There  may  be  no  need  for 
a  full  historical  title  search  “back  to  the 
year  one”  each  time  title  to  a  home  is  trans¬ 
ferred.  If  you  are  buying  a  home  which  had 
recently  changed  hands,  Inquire  at  title  com¬ 
panies  about  a  “reissue  rate.”  If  the  policy  of 
the  previous  owner  is  available,  take  it  to  a 
title  insurer  before  settlement.  It  may  help 
you  obtain  a  “reissue  rate.”  Generally  this 
rate,  when  permitted  by  State  law  or  regu¬ 
lations,  allows  a  reduction  of  the  usual 
charge  for  a  new  policy  if  the  previous  policy 
was  Issued  by  the  same  title  Insurer  or  by 
another  reputable  company  within  a  recent 
period. 

Title  search  requirements  are  sometimes 
set  by  agencies  which  insure  or  guarantee  the 
loan,  or  by  Investors  who  purchase  mortgages 
originated  by  other  lending  institutions.  The 
lender  you  deal  with  may  not  have  discre¬ 
tion  on  eliminating  or  reducing  these 
requirements. 

b.  Survey.  The  survey  of  the  property  may 
be  simplified  and  the  cost  reduced  if  a  full 
professional  survey  was  performed  recently. 
A  new  survey  may  not  be  needed  to  show  that 
no  recent  changes  have  occurred  which  af¬ 
fect  the  validity  of  the  last  survey.  A  sur¬ 
veyor  may  be  able  to  avoid  the  cost  of  a 
repetitive  complete  survey  of  the  property  if 
he  has  access  to  a  recent  survey  which  he 
can  “update.”  Here  again,  the  requirements 
of  investors  who  buy  loans  originated  by  your 
lender  may  limit  the  lender’s  discretion  to 
negotiate  this  point. 

c.  Settlement  agent.  Settlement  practices 
vary  from  locality  to  locality,  and  even  within 
the  same  county  or  city.  In  various  areas  set¬ 
tlements  are  conducted  by  the  lending  in¬ 
stitutions,  title  insurance  companies,  escrow 
companies,  real  estate  brokers,  and  attorneys 
for  the  buyer  or  seller.  By  investigating  and 
comparing  practices  and  rates,  you  may  find 
that  the  first  suggested  settlement  agent  may 
not  be  the  least  expensive.  You  might  save 
money  by  taking  the  initiative  in  arranging 
for  settlement  and  selecting  the  firm  and  lo¬ 
cation  which  best  meets  your  needs. 

d.  Escrows.  The  Real  Estate  Settlement  Pro¬ 
cedures  Act  of  1974  has  placed  limits  on  the 
amount  of  money  which  the  lender  can  re¬ 
quire  you  to  place  in  escrow  at  settlement  for 
later  payment  of  property  taxes  and 
insurance. 

Know  your  rights  under  this  new  Section 
10  provision  of  the  Act,  as  explained  in  the 
next  Chapter. 

ESCROW  ACCOUNTS 

Item  23  on  the  enclosed  sample  settlement 
statement  form  covers  payments  your  lender 
may  require  you  to  make  to  an  “escrow,” 
“reserve,”  or  "impound"  account  for  insur¬ 
ance  premiums,  real  estate  taxes,  and  unpaid 
assessments. 

Many  lenders  require  that  each  monthly 
payment  on  the  mortgage  include  amounts 
for  taxes,  and  hazard  insurance.  When  ap¬ 
plicable,  lenders  will  also  collect  mortgage 
Insurance  premiums  and  assessments  payable 
to  homeowner  and  other  associations  as  well 
as  to  special  assessment  districts.  These 
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funds  are  eet  aside  each  month  In  escrow 
accounts  and  are  accumulated  to  pay  the 
taxes  and  other  bills  when  they  are  due. 

By  law,  the  amount  you  pay  into  an  es¬ 
crow  at  settlement  may  not  exceed  your 
share  of  taxes  and  Insurance  accrued  prior  to 
settlement,  plus  Math  of  the  estimated 
amount  which  will  come  due  for  taxes  and 
insurance  in  the  12-month  period  beginning 
at  settlement.  If  taxes  or  Insurance  costs  go 
up  periodically  over  the  life  of  your  mort¬ 
gage,  the  lender  will  need  to  collect  more 
money  for  the  escrow  accounts  to  cover  these 
increased  costs,  resulting  In  a  larger  monthly 
housing  payment  for  you.  Should  these  costs 
decline  periodically,  the  lender  should  reduce 
the  monthly  escrow  collection  accordingly. 

The  escrow  service  provided  by  your  lender 
Is  designed  to  meet  ongoing  expenses  of 
homeownership.  By  spreading  payments  over 
the  year  It  eliminates  the  prospect  of  being 
faced  with  large  annual  bills,  perhaps  at  an 
inopportune  time.  On  the  other  hand,  you 
may  want  to  manage  your  own  payment  of 
taxes  and/or  Insurance,  Instead  of  paying 
Into  an  escrow  held  by  the  lender.  Discuss 
this  point  when  shopping  among  lenders.  Be 
aware,  however,  that  certain  escrow  accounts 
are  required  by  Federal  regulation,  and  In 
some  States  by  laws  affecting  State-chartered 
savings  and  loan  associations. 

PREVIOUS  SELLING  PRICE  DISCLOSURE 

The  lender  Is  required  by  law  before  mak¬ 
ing  a  commitment  to  finance  a  mortgage  on 
a  house,  which  was  completed  more  than  12 
months  prior  to  settlement,  to  confirm  that 
the  seller  or  his  agent  has  disclosed  In  writ¬ 
ing  to  the  buyer  the  following  Information: 


y  - 


NOTICES 

(1)  The  name  and  address  of  the  present 
owner; 

(2)  The  date  the  property  was  acquired  by 
the  present  owner  (the  year  only  of  acquisi¬ 
tion  need  be  given  If  the  property  was 
acquired  more  than  two  years  previously); 
and 

(3)  If  the  seller  has  not  owned  the  prop¬ 
erty  for  at  least  two  years  prior  to  the  date 
of  your  loan  application  and  has  not  used 
the  property  as  a  place  of  residence,  the  date 
and  purchase  price  of  the  last  “arm’s  length 
transfer”  of  the  property,  a  list  of  subsequent 
Improvements  other  than  maintenance,  and 
the  cost  of  the  improvements. 

The  purpose  of  this  requirement  Is  to  In¬ 
form  you  whether  the  house  Is  being  sold  by 
an  owner-occupant  or  by  someone  who  has 
acquired  the  house  and  prepared  It  for  re¬ 
sale.  Many  Investors  make  a  livelihood  by 
Investing  In  existing  housing,  making  re¬ 
pairs  and  improvements,  and  reselling  at  a 
fair  profit.  However,  abuses  have  occurred 
In  which  only  superficial  repairs  have  been 
made  and  homes  have  been  sold  at  prices 
greatly  In  excess  of  their  values.  As  a  buyer, 
your  knowledge  of  the  previous  selling  price 
may  help  you  determine  the  present  value 
of  the  property. 

The  lender’s  obligation  Is  considered  met 
If  he  receives  a  copy  of  the  written  state¬ 
ment  from  the  seller  to  you  giving  the  in¬ 
formation  described  above.  At  that  time, 
the  lender  may  make  the  mortgage  loan 
commitment. 

To  back  up  your  right  to  full  disclosure 
concerning  existing  property,  any  person  (or 
persons)  who  knowingly  and  willingly  pro¬ 


vides  false  Information  or  falls  to  comply 
with  disclosure  requirements  may  be  subject 
to  criminal  penalties  of  fine  and  Imprison¬ 
ment,  and  civil  damages. 

JURISDICTION  Or  COURTS 

If  you  have  suffered  damages  through  vio¬ 
lations  of  the  Real  Estate  Settlement  Proce¬ 
dures  Act  of  1974  as  described  In  the  preced¬ 
ing  pages,  action  may  be  brought  In  the 
United  States  District  Court  for  the  district 
In  which  the  property  Involved  Is  located,  or 
In  any  other  court  of  competent  Jurisdiction, 
within  one  year  from  the  date  of  the  oc¬ 
currence  of  the  violation.  You  may  also  have 
rights  under  other  Federal  or  State  laws. 

TRUTH  IN  LENDING  DISCLOSURE 

At  the  time  of  advance  disclosure,  you  will 
receive  a  Truth  In  Lending  statement  as  part 
of  the  standard  settlement  cost  disclosure 
form.  This  Truth  In  Lending  Information 
will  also  appear  on  the  standard  settlement 
statement  given  to  you  upon  completion  of 
the  settlement.  The  Truth  In  Lending  state¬ 
ment  discloses  the  Annual  Percentage  Rate 
(“APR”)  which  you  will  pay  on  your  mort¬ 
gage  loan.  This  rate  may  be  higher  than  the 
contract  interest  rate  quoted  on  your  mort¬ 
gage.  This  is  because  the  contract  rate  In¬ 
cludes  only  Interest,  but  the  APR  expresses 
the  total  finance  charge  Including  certain 
credit  costs  besides  Interest  on  the  loan. 

The  Truth  In  Lending  statement  will  also 
disclose  any  additional  charges  for  “prepay¬ 
ment”  should  you  pay  off  the  balance  of  the 
mortgage  In  full  before  It  Is  due. 
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